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Coittposition of tlie Committee on FiiMic Accoants constituted 

for the year 1929-30* 

In the previous year the eight elected members of the Committee on 
Public Accounts were : 

Mr, S. C. Mitra, 

Maiiivi Abdid Mat n Cliaudji-arT. 

Mr, K. C, Xeogy. 

J'fr. C. S. Paiiga Iyer. 

Mr. T. A. K. Shert^ani. 

Mr. B. Das, 

Haji Chowrllmiy Miihainmad Ismail Khan. 

Eao Bahadur M. C. Kajah. 

2. Out of these the loliowing four members were declared, -ander iiiie 
51(4) of the Indian Legislative Rules, to have retired from the Committee 
on the expiry of one year from the date of their election : — ^ 

Mr. B. C. Mitra. 

]vlr. K. C. Xeogy. 

Mr. C. S. Ranga Iyer. 

Maulvi Abdul Matin Chaiidhnry. 

3. The following motion was made by the Honourable Sir G-eorge Schuster 
in the Legislative Assembly on the 28th January 1929 and adopted by the 
House : — 

'* That the nomofficial Members of the Assembly do proceed to elect, in 
the manner required by rule 51 of the Indian Legislative Rules, 
4 Members to be members of the Committee on Public Acoounte 
in place of the 4 members who have retired in accordance with 
sub-rule (4) of the same rule 

4. In pursuance of this, the undermentioned members were elected by 
the House : — 

Mr. S. C. Mitra. 

Kumar Ganganand Sinha. 

Maulvi Abdul Matin Chaudhury. 

Mr. K. C. Xeogy* 

5. The following members were nominated by the Governor General 
under rule 51(2) of the Indian Legislative Rules : — 

Maulvi Mohammad Yakub* 

Mr. K. C. Roy* 

Lt.-CoL H. A. J. Gidney. 

6. Under rule 51 (5) of these rules the Finance Member is the Chairman 
of the Committee. 




report of the public accounts committee on the accounts 

OF 1927-S8. 


I.— Excess Votes. 


The Mowing table compajs the total I-g-Mve|^t 

Assembly with tbe total expenditure against those grants . 


(In lakiis of rupees,) 



Original 

Supple- 

Final 

Actual 


grant. 

mentary 

grant. 

expend!** 


grant. 


ture. 

Expenditure charged to Revenue •• | 

1,02,44 

i 5,65 

1,08,09 

1,07,46 

Expenditure charged to Capital 

Total Expenditure 

26,93 

5,76 

32,68 

33,87 

1,29,37 

11,40 

1,40,77 

1,41,33 

Disbursements of Loans and Advances . . 

Grand Total 

4,82 

4,93 

9,75 

9,74 

1,34.19 

16,33 

1,30,52 

1,51,07 


2 The Mowing table oompaies the non-voted appropiiations sano- 
tionrf ^ the Gowemment of Inch, with the total eapenditnie agMnet each 

appropriations : 


(In lakhs of rupees.) 



Original 

Appropria- 

tion. 

Supple- 

mentary 

Appropria- 

tion. 

Final 

Appropria- 

tion. 

Actual 

Expen- 

diture. 

Expenditure charged to Revenue •• 1 

1,12,01 


1 1,12,22 

1,11,44 

Expenditure charged to Capital 

3,59 

1 

3,60 

1,19 



Total Expenditure 

1,15,60 

^ 22 

1,15,82 

1,12,63 

A 


HeiCPBFinD 



2 


.vlngB. 


3. If the total voted and non-voted expenditure is taken, the position 
is as follows : 

(In lakhs of rupees, ) 



Original 

grant. 

Final 

grant. 

Actual 

Expendi- 

ture. 

Expenditine eliarged to Revenue 

Expenditure charged to Capital 

Total Expendituie 

Disbiii semen ts of Loans and Advances . . 

C4rand Total 

2,14,45 

30,52 

2,20,31 

36,28 

2,18,90 

35,06 

2,44,97 

4^2 

2,56,59 

9,75 

2,53,96 

1^,74 

2,49,79 

2,66,34 

2,63,70 


4r. It will be seen that against grants aggregating 266-34 crores the 
actual expenditure was 263-70 crores — a saving of 2*64 crores or 1 per cent, 
against a saving of 10-17 crores or 3-8 per cent, in 1926-27. The savings 
are made up as follows 

(In crores of rupees.) 

Raihray expenditure cliai ged to Capital . . *67 

Mhitaiy expendituie .. .. .. -52 

Disbursements of Loans and Advances . . *01 

Other items .. .. .. 1*44 


Total 


2-64 


5. The j)ercentage of savings in the final grants for 1927-28 and in the 
two preceding years are given below for purposes of comparison : 



1925-26. 

1926-27. 

1027-28, 



Rs. 

1 Bs. 

Rs. 

Expenditure cliarged to Revenue 

3-0 

2*9 

-6 

Expenditure charged to Capital 

15-5 

5-8 

3-4 

Total Expenditure 

4-6 : 

3-3 

1-0 

Grand total, incliidiiig Loans and Advances 

6-7 

3-8 

1-0 


These figures show that the improvement in the estimating tinder the 
various heads taken as a whole noticed last year has been maintained during 
the year under report. 
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6. The following table compares the percentage of savings under voted 
grants with that of the savings in non-voted appropriations : 




Savings -f 

Excess — 

1927-28. 


Voted. 

;Xon-voted^ 

Expenditure cidarged to Bevenue 


-^•58 

4- *69 

Expenditure charged to Capital 

•• 

-3-64 

4-66*94 

Total Expenditure 

•* 

— 40 

-r2*75 

1926-27, 




Total Expenditure 


4-5*2 

4-1*0 


7. The most important featmre here is that, unlike previous years, there 
is an excess of -4 per cent, under voted grants against savings of 5-2 per 
cent, in 1926-27 and 7-8 per cent, in 1926-26. This result shows that the 
tendency deliberately to over-estimate voted expenditure as to which previous 
committees expressed apprehensions has become much less marked. 

The increase in the saving mider non-voted expenditure was mainly due 
to the fact that while the budget provided for railway debentures to be renewed 
as well as those to be discharged, the actuals show- only the debentures dis- 
charged. This accounts for a saving of over Rs. 2J crores. We are informed 
that the question of altering the method of budgeting for these items is under 
the consideration of the Railway Board. 

8. The improvement noticed above is partly due to the system of lump 
cuts introduced in 1925-26 but the persistent over-budgeting which still 
exists under a number of items which have been brought to our notice in the 
Appropriation Reports indicate that even more severe pruning is required. 

As regards provision for pay of establishment and leave salary, we consider 
that the only way of arriving at more accurate results is to make lump deduc- 
tions for probable savings on the basis of previous actuals. We are informed {Question 
that certain provisional orders were issued by the Finance Department to the 646 ). 
accounts officers in September 1928 and that that Department propose to 

issue further orders when the actuals of a few years are available. 

9. In view of the large number of cases of defective budgeting which 
have been brought to our notice by the Auditor General, we consider that there 

is still scope for improvement in the methods of budgeting. The arrange- ^Question 
ments made in the Finance Department to have a whole-tune Budget Officer 810 .) 
(who is also Secretary to the Public Accounts Committee) to watch the 
operation of the budget throughout the year and test its accuracy have 
been explained to us. This is a step in the right direction ; but what is 
required now is a special effort to work up to a higher standard of accuracy 
in budgeting in all Departments, and we share the doubts referred to by the 
Financial Secretary as to whether a mere scrutiny of results within the Finance 
Department will be sufficient for this purpose. We think that, at least until 
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a iiglier standard all round has been attained, a more intensive efiort may be 
necessary and that it would be most advantageous if a specially experienced 
officer from the Einance Department coiiM personally visit all the estimating 
offices, look into and co-ordinate their work and have occasional con- 
ferences with the estimating officers. We are also informed by the 
Auditor General that his experience of the past few years had been 
that the Finance Department was under-staffed and that it was abso- 
lutely necessary to increase the staff in order to work up to a high standard 
of efficiency. We agree with the Auditor General and recommend that the 
Finance Department should be adequately staffed and consider that it is 
justifiable to err on the side of being over-staffed in the initial stages in order 
to work up to a high standard of efficiency. We wish also to emphasise 
the great importance during the initial stages of securing continuity in the 
staff of the Finance Department which is to be employed on this special work. 

10. In tbe following cases the actual expenditure exceeds the voted 
grants and an excess vote of the Assembly is accordingly required : 


Item 

Ko. 

IS^umber 

of 

grant. 

Grant, 

Amount 
voted by the 
Assembly. 

Actual 

expenditure. 

Excess. 

! 

i 



Chni 

Rs. 

Rs. 

i 

Rs. 

1 

41A 

General Administration — 






Miscellaneous 


231 

231 

2 

43 

Administration of Justice 

68,000 

68,009 

9 

3 

1 72A 

Miscellaneous Adjustments 






between Central and 






Provinoiai Governments 

3,47,000 

3,50,431 

3,431 

4 1 

73 

1 Eefunds 

75,58,000 

77,15,481 

1,67,481 

5 

91 

Commuted value of pen- 1 






sions 

25,73,000 

26,79,529 

1,08,529 

6 

94 

Loans and Advances bear- 






ing interest 

8,74,23,000 

8,80,35,971 

6,12,971 



Poets and Telegraphs. 




7 

23 

Indian Posts and Tele- 1 






graphs Department 

10,54,16,998 

10,62,26,766 

8,08,768 



Pailwaye. 




8 

4 

Pvevenue — ^Working Ex- 






penses — Administration 

12,49,00,000 

12,69,93,000 

20,93,000 

9 

10 

Eevenue — ^Appropriation 






from Depreciation Fund 

10,20,00,000 

10,96,11,000 

76,11,000 

10 

14 

Eevenne — Strategic Lines 

1,65,10,000 1 

1,66,48,000 : 

1,38,000 

U 

7 

Capital — ^New construction 

8,46,44,000 

9,90,24,000 

1,44,80,000 

12 

8 

Capita! — Open Line Works 

21,02,92,000 

21,56,37,000 

63,45,000 

13 

15 

Capital Strategic Lines , . 

95,26,000 

95,76,000 

60,000 
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11. A brief explanation of each, excess is given below : 

Items 1 and 2 . — The excesses are negligible. In the first case the excess 

was due to the adjustment after the close of the year of the leave 
salary of an officer on foreign service in Iraq. 

Item 5. — The excess was due to the adjustment after the close of the 
year on account of the refund to the Government of Bombay of 
customs duty paid in cash on stores imported by them during the 
year 1926-27. The adjustment should have been made in the 
accounts of 1928-29. 


# 


Item 4 . — The expenditure under this head is of an inevitable nature and (Qiiestion 
the excess was due to certain unforeseen items which had to 
incurred towards the close of the year. 


Item 5 , — This was the second year in which commutations were charged 

to capital and the estimate had to be framed practically in the^ ’ 
absence of actuals which are the only guide in framing an 
estimate under this head. 


Item 6 . — The excess was due to larger expenditure on the Sutlej Valley 
Project during the closing months of the year. We understand 
that the question of obtaining more accurate estimates is being 
considered by the Finance Department. 


Item 7 


, — supplementary grant for Es. 20,llj000 was obtained from the (Qu^tion 
Assembly in March 1928 but in applying for this grant the 
partment had to make certain assumptions regarding the extent 
of the efiect of the numerous concessions granted to the staff 
during the year. The results show that these assumptions were 
not accurate. 


Item 5. — The excess was due to the fact that certain economies in ad- ^Question 
ministration, which the Railway Board anticipated, were not fully 
realised and a larger amoimt was also required for new items of 
expenditure. 


Items 9, iJ, 12 and 13.— It is admitted by the Railway Department that ^Qj^estion 
these excesses signify the breakdown of the system of over-^^^*^ 
allotment introduced in 1925-26. We are glad to note that the 
amount over-allotted has been drastically reduced in the budget 
estimates for 1929-30. the amount over-allotted in that year being 
only a little over a crore as against 18 crores in 1926-27. We 
also note with approval the statement made by the Finance 
Department that the Finance Member has assumed much closer 
control over capital expenditure than hitherto, and that, as a 
further measure to prevent over expenditure, the j^owers of re- 
appropriation of Railway Agents have been considerably cur- 
tailed. We are of opinion that the resiilts of these changes must 
be carefully watched and that the control of the Finance Depart- 
ment must be rigidly maintained. It is a matter for serious 
consideration whether the present system according to which the 
Railway capital expenditure programme for any year is settled 
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(Question 

763 ., 


during the preceding autumn and also according to which the 
Railway budget is presented to the Legislative Assembly before 
the G-eneral Budget, is conducive to the general interests or to 
the proper information of the Legislative Assembly as to the 
factors affecting the situation and the issues involved. 

Item 10. The total excess under the grant, taking voted and non- voted 
together, is just under 1 per cent. 


1^1 number of voted grants in which there has been an excess is 

idandthetotal amountrequiringthe voteof the Assembly is Es. 3,13,06,420, 
of which Es^ 2,73,86,000 is due to the system of over-allotment in the Eailway 

1 1 ■ ^1. til® Assembly assent to the excess grants for 

1927-28 which the Governor General in Council will place before them for the 
lollowmg sums in lespect of the heads referred to in paragraph 10 


Rs. 

Expenditure charged to Revenue . . , . 1,14,31,420 

Expenditure charged to Capital . . . , 1,98,75,000 

Total . . 3,13,06,420 


He-appro-, . Ride 52 (2) of the Indian Legislative Rules requires that we should 
priations. bru^ to the notice of the Assembly every re-appropriation from one grant to 
anotber grant ; every re-appropriation within a grant, which is not made in 
accord^ce with such mles as may be prescribed by the Finance Department ; 

^ Finance Department have requested should be 
bro^bt to the notice of the Assembly. We are glad to be able to report 
. , ^ re-appropriations falling under these categories during 

tbe year,- nor have the Finance Department requested us to bring to the 
notice of the Assembly any particular item of expenditure. 

n.— Commente on matters outstanding from previous Reports. 

r>f ^ glad to note that the Auditor General has prepared an Epitome 

ot tbe Reports of om predecessors from 1923—27 and of the Government orders 
informed that copies of the Epitome will he supplied to the 
members of the Committee and to such other Members of the Assembly as ask 


(QuC'ition 1.) 


gratified to learn that the Government of India have issued 
time^ ioilowing questions wbich. bave been outstanding for a long 

(<7) introduction oi the system of token votes, 

(b) formulation of rules to regulate the placing and control of contracts, 

and 

(c) formulation ^ of general principles to regulate tbe enforcement of 

responsibility for losses sustained by Government through fraud 
or negligence of individuals. 
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16. The following items included in Appendices II and III may be con- 
sidered as settled : 

Appendix J/.^Items 7, 8, 10, 11, 14, 15, 16, 23, 25, 29, 34, 35, 39 and 
40. 

Appendix III. — ^Item 7. 

Our observations on some of the outstanding items are contained in the follow- 
ing paragraphs. 

17. Supplementary Demcmdb. — ^The Eesolution issued by the Government (Questton 3.) 
of India on the Report of last 3 "ear says that steps will be taken to present 

belated supplementary demands to the Assembly provided that on each occasion 
the programme of work in the Legislature permits. We consider that it should 
be accepted as an obligation by the Government that opportunities should be 
found during the session for the presentation of such demands and that, inas- 
much as the voting of grants is the primary function of the Assembly, the excuse 
that time is not available ought in no circumstances lo be accepted. 

18. Resmve at the disposal of the Finance Department. — ^Under the arrange- (Qtiestfoii 
ment in force at present, when a new item of expenditure is sanctioned and it is 

not possible to meet it by re-appropriation, funds to cover it are sanctioned 
from the small reserve at the disposal of the Finance Department and a supple- 
mentary grant is obtained from the Legislative Assembly later on. There are 
thus two grants to cover one item of expenditure and one of them has to be 
surrendered. Hitherto the practice was to surrender the grant sanctioned by 
the Legislative Assembly. The Finance Secretary has now agreed with the 
Auditor General that the correct procedure would be to surrender the appro- 
priation from the reserve ; this procedure will accordingly be followed in future. 

We are also informed that the real reason for providing a reserve is that, if 
there were no reserve and if in any individual case the expenditure could not he 
met by re-appropriation then a supplementary grant sanctioned by the Assembly 
for meeting that expenditure would cause an excess over the total budget pro- 
vision for expenditure during the year. The reserve provides a margin within 
the limits of which variations are possible without producing an excess over the 
total Budget vote. The Financial Secretary has agreed to discuss this (Ques- 
tion further with the Auditor General. 

19. Internal check on Customs Receipts. — We are informed that with a view (Question* 4 
to improving the immediate cheek on appraisements, a large number of supe- 

rior officers described as Principal Appraisers have been appointed at Calcutta 
and Bombay from the 1st April 1929 to ensure that every appraisement is 
scrutinised by a superior officer immediately after the original appraisement 
and that the results of this experiment are being watched before introducing 
the scheme in other ports. We are also informed that a scheme drawn up by 
the officer on special duty in the Finance Department to improve the audit 
checks and costing about Rs. 3| lakhs for all the Departments under the control 
of the Central Board of Revenue is now under the consideration of that 
Department. We consider that, as a matter of principle, it is desirable that 
the most effective form of audit should be applied but that the cost must be 
taken into account. In this particular case, we think it right that the Finance 
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Department should have an opportunity to study the details of the scheme more 
thoroughly before making a final recommendation. It is, however, desirable 
that that Department should arrive at an early decision. 


(Question 6.) 


20. Concessions to firms. — In connection with a case in which the repre- 
sentative of an important business concern having large business transactions 
with the Posts and Telegraphs Department had been allowed for some years a 
free use of the trunk telephone line between two important places as an act of 
courtesy, our predecessors recommended that such concessions should be given 
m future only by the Government of India, who should scrutinise the cases 
jealously and communicate their sanctions to audit. This raises the further 
question ivhether Government have any power to waive revenue which it is 
authorised to levy under a statute. We recommend that the Government of 
India should consider this question and obtain authoritative opinion on the 
legal position. 


CQu€6tlou4^.) 


21. Inventory of Government property. — We are prepared to accept the 
general conclusion arising from the Memorandum on the subject furnished to us 
by the Finance Department and printed as Appendix VI to this Report. 


(Quastdon 

m) 


22. Expenditure relating to Mophh Settlement.'— We are informed that, 
although it is not feasible to prepare a complete account of expenditure in con- 
nection with alltheMopiah settlers in the Andaman Islands, it ought neverthe- 
less to be quite possible for the additional expenditure on the 12 villages occupied 
by Moplah settlers to be shown separately. As this would cover the hulk of 
such settlers, we recommend that this should be done, as the cost of this settle- 
ment is a matter of considerable public interest. 


(QBcetion 53.) 23. Rentedying defects in the machinery for executing repairs to buildings in 

the Posts and Telegt'apdLS Department . — We are informed that the decision to 
transfer the maintenance of these buildings to the Posts and Telegraphs 
Department was the result of a recommendation of the Public Works Re- 
organisation Committee that mere maintenance work should not be one of the 
main fimctions of the Public Works Department. We shall be glad to have a 
thorough report next year showing how the new system of making Departments 
responsible for the maintenance of their own buildings has worked so far as the 
Posts and Telegraphs Department is concerned. 


(Questions 24. Contributions to the Posts and Telegraph'S Depreciation Fund— The 
SlUJlS ) Adviser has furnished us with a Memorandum on this subject, which 

has been printed as Annexure I to the proceedings of our second meeting, in which 
it has been suggested that, judging from the expenditure hitherto incurred 
on renewals and replacements, the present contribution to the Deprec'ation 
Fund is unduly high. It appears to us that it is incorrect in principle to compare 
the contribution in any one year with the amount actually spent in that 
year, as the contribution is intended to meet renewals and replacements 
at the end of their effective life. Nor can a series of two or three years 
even provide a decisive test. It is also incorrect to consider the accuracy 
of the rules regarding depreciation without conudering at the same time 
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the accuracy of the other bases of the commercial settlement. For example, 
li as is possible, the capital on which the Department is now paying interest 
"B smaller than what it iToiiId be if the whole undertaking had been com- 
mercialised from the veiy beginning and as it will increase as the old assets 
are replaced by nev; ones, it might not unreasonably be argued that the 
oontributioB to the Depreciation Fund now being paid, even if it were on the 
high side, which is at least doiibtfu . might be taken as a set-off against 
the low amount of interest now paid by the Department on its capital. 
Further, in considering the commercial position of the undertaking, it 
is not entirely safe to be guided by present results, for, account must be taken 
of the iiiev table fuiiire increase of expenditure due to the numerous 
concessions as regards pay and allowances, which have recently been 
sanctioned for the staff. It is questionable whether this increase will 
be offset by the normal growth of revenue of the Department. A further 
poiat, of which account must be taken, is that the basis on which the contri- 
bution to the Depreciation Fund has been fixed may produce misleading re- 
sults. For, ’when the life which has been assumed for any particular asset 
is completed, all contributions to the Depreciation Fund in respect of that 
asset cease although it may actually continue in use ; *and further when it is 
actually replaced, the expenditure on its replacement will in practically every 
case amount to several times the amount available in the Depreciation Fund. 
As we have not got sufficient information at present to deal with the question 
as a whole, we suggest that a small committee be set up to consider how 
far the system of accounting at present in force really provides a true 
picture of the commercial results of the Department's working, and, as the 
chief part of this enquiry, to investigate the actual results of the present 
provision for depreciation and to consider in particular its adequacy having 
regard to replacements which are likely to be necessary, and to the foundation 
on which the capital account as it stands at present has been built up. 

:!5. Credit due to the Posts and Telegraphs Department for railway telegraphs 
and enhancement of rent due from canal administrations, — The settlement of 
these items should be expedited, as the commercial results of the working of the 
Department cannot be ascertained accurately till this and the other outstanding 
questions regarding adjustments are settled. 

'J6. Special Officer s repmt on the system of preparing budget estimates by 
Bmhvays, — We are informed that the report has just been received and is under 
the consideration of the Eailway Board. We desire to record, however, that 
it is very regrettable that the presentation of this report, which was asked for 
by our predecessors in 1926 and called for ever since, should have been delayed 
BO long. We must also note that it is a somewhat depressing fact that, 
although we are now informed that most of the recommendations that 
the special officer has made after three years’ studj" have in the 
I meanwhile actually been introduced, nevertheless it is not possible to 
observe any substantial improvement. , We understand, however, that in 
the case of certain railways some of the recommendations of the special officer 
still remain to be introduced and that this is likely to lead to improvements. 
In view of the long delay that has already occurred, we suggest that such 
action as remains to be taken on the report should be expedited, so that the 
improvements may be given effect to in the next budget. 
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f Questions 
710 — 728 .) 


27. Cretv system. — As tlie report required by our predecessors comparing 
the expenditure on the crew system on the lines where it is in force with the 
recoveries made from passengers travelling without tickets is not yet ready, 
it is difficult for us to maize any final recommendations on the subject, and we 
therefore desire to have a full report next year on the above and also on the 
question of the efficienc)’' with which the system is being applied and adminis- 
tered. We also suggest that the Railway Board should consider whether it 
will not be more appropriate to place the crew system under the control of the 
accounts department instead of under the traffic department. 


(Questions 2^. Audit on company lines, — We are informed by the Auditor G-eneral 

740^^ that lie is not at all satisfied with the present scale of audit on company lines, 
and that his recommendation to introduce on company lines the same sys- 
tem of audit as is now in force on State lines is now under the consideralioa 
of the Finance Department. In view of the serious irregularities which have 
been brought to our notice in the Appropriation Accounts, we consider that the 
system of audit on company lines should be strengthened, the actual details 
being settled by the Finance Department and the Railway Board in consulta- 
tion with the Auditor G-eneral. We are very strongly of opinion that the 
decision on the question should be expedited. 

(Questioji We find that the explanations given to us by the Railway administration 

in a number of cases are substantially different from the facts mentioned in the 
Accountant General’s Report, which indicates a lack of co-operation between 
the Government Examiner and the Company’s auditor. 

In this connection, we note with great appreciation that as an immediate 
sequel to our examination of the Railway Department this year, the Railway 
Board have decided to appoint an officer on special duty to investigate the 
causes of the irregularities to which our attention has been called, and to 
devote particular attention to cases which indicate a lack of proper 
co-operation between the Railway accounts staff and the Government 
Examiners. Although the audit staff must always preserve an independent 
position, there is much to be gained by a mutual spirit of helpfulness on both 
sides and discrepancies in the evidence as to particular cases such as we have 
noted in our recent examination ought to be avoided. The existence of such 
discrepancies makes it extremely difficult for this Committee to exercise its 
function of conducting an impartial examination into all cases. The special 
enquiry which is now to be conducted will, it is hoped, point the way for 
improving the present position in this respect and we shall be glad to have a 

report on the question next year. 

% 

|Q\wstioiil2,) 29. Supply of Administration Reports to members of the Public Accounts 
Committee, — ^We accept the suggestion of the Financial Secretary that in future 
a list of all the Administration Reports available should be circulated to the 
Members of the Committee simultaneously with the Appropriation Reports, on 
theunderstandingthatif any member returns the list to the Finance Depart- 
ment marking on it such reports as he requires, the marked reports will be 
gent to him. 
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30. We have again devoted our careful consideration to the question of Disenssioa 
what procedure should be adopted for the discussion of the annual Report?^ 
of the Public Accounts Committee in the Legislative Assembly [cf.^ paragraphs isiy, 

1 1 and 16 of Reports for 1925-26 and 1926-27, respectively). 

We desire at the outset to state what we conceive to be the position of 
this Comnaittee in respect of the preparation of its reporl. and of the procedure 
to be adopted for its discussion in the Assembly. The Public Account^ Corn- 
mittee is a body created by statutorv rule and appointed by the Ab.sembly 
itself, and its report once made inu«t remain in exivstence and cannot be un- 
made. The question as to the procedure which should be adopted for the 
consideration of the Report in and bv the A^^sembh i^ a question vhicli niu^t 
ultimately be decided by the Legislative Assembly. We conceive it to be 
our duty, however, to consider th'^ various alternative proposal^ ^^hich have 
b^en suggested and we have taken the memorandum prepared by the Finance 
Department (annexed as Appendix V to this report) as a basis for our 
discussion. 

The proposals which have come forward in the course of this discussion 
fall under three main heads : — 

(а) That on a motion that the report be taken into consideration 

there should be a general discussion on the report as a whole 
analogous to that which takes place at the general discussion 
stage of the budget. 

(б) That in addition, or possibly as an alternative to a motion that 

‘‘the report be taken into consideration^’, there should be 
afforded to the Assembly an opportunity to discuss, on 
definite resolutions moved, special topics referred to, or 
recommendations made, in the report. 

(o) That after the motion that “the report be taken into consideration 

there should be a further motion that the report be adopted’^, 
and that it should be open to the Assembly to discus* the vote 
upon amendments moved to the report. 

We have in the first place given our very careful consideration to the 
course outlined in (c), which, according to the report of the last conference of 
the Presidents and Deputy Presidents of Provincial Legislative Councils, w^as 
the line of procedure favoured by that conference. We must of course attach 
considerable weight to such a recommendation but, nevertheless, we venture 
ta express the viev^ that there are serious objections to this course if it follows 
the exact form suggested above. It seems to us that it would in practice 
mean that the Legislative Assembly must commit itself either to accepting or 
rejecting en masse every one of the recommendations made in a long report 
embodying opinions and recommendations on perhaps a hundred points of 
varying nature, or that the Legislative Assembly should have power to amend 
the report, in which case it would cease to be the reporl: of the Public Accounts 
Committee. 

As to the latter alternative, we think that the function which the Legis- 
lative Assembly would wish and indeed ought to exercise is that of calling the 
attention of the Executive Government to the matters arising out of the 
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report to wMcii it attaches special importance, and to the action which it 
considers ought to he taken on the Committee's recommendations, rather 
than that of making actual amendments in the text of the report, tvliich, as 
indicated above, when once made, must remain in existence and cannot be 
unmade. It must of course be open to the Legislative Assembly to criticise 
the recommendations of the Committee, but for this purpose it is not neoes- 
saiy that amendments should be moved to the report, itself, nor does it seem 
to us that such action would be appropriate. 

For tliese reasons we have felt that the choice should lie rather between 
courses (a) and (6). 

There is niiieli to 1>e said on both sides. It must be remembered in the 
first plac^‘ that the time available for discussion will inevitably be limited 
(probably to one day), and the question of practical importance is how this 
limited time can be employed to the best advantage. On the one hand, 
it may be argued that a general discussion would probably make it possible 
to cover more ground and bring to light practically all the points to which the 
Membersof the Assembly attach importance : while on the other hand, it may 
be said that a discussion focussed on certain specific recommendations would 
be more effective, particularly if this took the form of debate on definite 
resolutions on which members could express their opinion by voting. 

The opinion of our Committee on the choice between these two alter- 
natives has been divided; but we are all agreed that it is desirable to avoid 
fixing any procedure wdthoiit ascertaining the views of the Assembly. We 
further consider that whatever form of procedure may be adopted at the 
outset it should not be regarded as rigid and unalterable, but rather as experi- 
mental, so that it can be varied in the light of practical experience. 

Subject to these reservations we put forward the following proposal, 
viz,, that as a practical step it would be best at the outset to establish 
a convention analogous to that which is observed in settling the order of 
priority for the discussion of Demands for Grants during the consider- 
ation of the Budget. We think it might be possible for each party to 
consider the procedure which they wish to have adopted as a matter 
for special decision annually in connection with each individual report. 
If, for example, the general view in connection with a particular year s report 
is that it contains recommendations which deserve special aiid individual 
discussion, the procedure contained in alternative (6) could be adopted for the 
year, and the choice of the subjects taken and the order of priority as between 
them could be settled in the same way as is done in the case of Demands for 
Grants. On the other hand, if, as is quite possible, on another occasion the 
balance of opinion is in favour of no more than a general discussion, the procedure 
provided for in alternative (a) would suffice. We think indeed that the form 
of the discussion which is desirable is likely to vary according to the nature of 
each report, but, in any case, if the recommendation which we 1 ave made 
above is accepted, it will provide an elastic method of procedure which, after 
a few years, is likely to crystallise into a regular and accepted form which has 
been proved by experience to be appropriate to actual requirements. 

We believe that this procedure would secure substantially the same object 
as that aimed at by those who have advocatM alternative (c). We wish to 
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records however, that we have also coasidered a further suggestion which ap- 
proximates more closely in form to that alternative, and which, if a suitable 
working convention could be established, might be adopted without involving 
the objections to which w e have called attention above. We think, therefore, that 
this further proposal should also be considered by the Legislative Assembly. 

This further proposal is that the report might be treated on the lines on which the 
King’s Speech is dealt with in the House of Commons. The motion for the 
Address to the King is not touched, but the criticism or suggestion as to Gov- 
ernment policy is always added as an addendum thus : '' but this House re- 
grets that His Majesty’s Ministers have not (or urges that steps be 

taken, etc )”. The motion in the case of the Public Accounts Com- 

mittee report might be That this House adopts the report of the Public 
Accounts Committee (and recommends to the Governor General in Council 
to give effect to its proposals) in particular to the following (or with the follow- 
ing modifications), (or conveys to the Governor General in Council its regret 

that )'’. If this procedure is followed, the objections to which we called 

attention above in discussing alternative (c) would not arise, provided that it 
is established as a regular working convention that the adoption ’ ’ of the report 
is automatic, and that the recommendations made by the Assembly take the 
foim of an addendum. In fact, subject to this convention, the procedure 
would not differ very materially from the other suggestion which we have made, 
and we suggest that it could be worked on the same plan so far as concerns the 
settling of the special points which would be selected each year for considera- 
tion. 

in. — Comments on general matters arising out of the present Report. 

31. Our predecessors last year agreed with the Auditor General that, asNew^ 
experience has shown in England, it is not possible to frame any rigid rule for Service, 
the interpretation of the term New Service ”, but that the application of the (Questions 
term to concrete cases can best be governed by the evolution of a body of 

case law. In order to help the future committees to evolve such a body of case 
law, we suggest that the Auditor General should in future years furnish a 
Memorandum to the Committee giving a collection of all doubtful cases with 
Ml details. This year we have had to deal with the specific cases mentioned 
in paragiaphs 31 — 36. 

32. Erection of a boiler and an electric generating plant at the Gliazipur 
Opium Factory. — As it was explained to us that this was only a replacement 
and not even a new instrument of service, we agree that this need not be treat- 
ed as a '"New Ser^fice”. 

33. Expenditure of Rs. 4,35,783 on the conversion of the RJM.S. Dufferin ” (Questiom 
into a training ship against a budget provision of R$. 1,40,973. — ^As the mention 

from the beginning was to acquire the ship and refit it as a training ship, 
we consider that this is a case of defective budgeting rather than one of under- 
taking a "" New Service 

34. Purchase of the Anand Creamery at a cost of Rs. 60,000. — It has been (Questicai 
argued on two grounds that this should not be treated as a "" New Service ” ; 

first, that as funds were voted by the Assembly for running the Creamery in 
1926-26 and 1926-27, no further payment in connection therewith need be 
regarded as a "" New Service ” ; secondly, that it had merely been taken over 
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by one Department from another, the Creamery having been purchased by the 
Agricultural Department from the Army Department. As regards the second 
argument, though theoretically the whole budget (including both voted and 
non-voted grants) should be considered as a single unit so that an item pro- 
vided under the vote for one Department need not on strict technical grounds 
be treated as a “ Kew Service ’’ when it is transferred to another Department, 
nevertheless, if the transfer is (as in the present case) from a non-voted to a 
voted Departmental grant, this circumstance does in practice import a new 
factor which, in fairness to the Legislative Assembly, ought to be taken into 
account. Moreover, although the transfer of cash was only from one Depart- 
ment to another, it did in fact put the Department receiving the payment 
into the possession of funds provided for in another budget, which funds, as 
a result of the transfer, might have been disposed of on a non-voted service 
without reference to the Legislature. Turning to the first argument, the Stand- 
ing Finance Committee and the Legislative Assembly had only approved 
expenditure for running the Creamery, and not for its purchase ; the practical 
result is that while under the arrangement originally contemplated by the 
Standing Finance Committee and the Legislative Assembly, the Government 
could have terminated it at any time without loss except the loss incurred 
on the working during the period approved by them, now that the Creamery 
has been purchased, it is nf^cessary to consider not only the working loss but 
also the possibility of a loss on disposal of the undertaking. We therefore 
consider on both the grounds that this item should be treated as a New 
Service”, 

(Question 25. Installation of an electrolytic silver rejmery at the Bombay MmL — 

812.) informed that prior to the installation of this refinery, the only means 

of refining silver at the Mint was by cupelling furnaces which were mainly 
used for refining silver recovered from drosses and were quite unsuitable for 
refining large quantities of fairly high touch silver as the losses would exces- 
sive and the cost high and the quality of refined sih, er would not be good. 
The new refinery not only refines Government silver but also undertakes work for 
the bullion merchants and the public. The installation is therefore not a replace- 
ment but represents a new manufacturing unit and implies a definite policy on the 
part ot the Government. There is thus a double reason for regarding this as a 
New Service Not only was the plant a new plant and not an extension of 
the existing plant, but the installation of this new plant involved the adoption 
of a new policy on the part of the Government. We consider this latter feature 
to be an important determining factor when considering whether any particular 
expenditure amounts to a New Service We therefore agree with the Audi- 
tor General that this ought to have been treated as a New Service ’L 

(QncsstioB Ee-armament of the Quetta-Eeshin Police, — ^We are informed that funds 

475,) for this purpose were voted by the Assembly in 1926-27 and that the stores were 

actually supplied in that year, but owing to some delay the debit was raised 
by the Military Department in the following year. We are of opinion that an 
item for which money had been voted by the Legislature in a previous year 
should not be treated as a New Service ” merely because the expenditure was 
incurred in another year. 

37. Comtmetiem of new Railway lines, — We are glad to note that there is 

difierence of opinion between us and the Eailway Board that a new 
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constnictioB jslioBld be regarded as a New Service and tkat a supplementary 
grant oagkt normally in every case to be applied for. The Financial Commission- 
er, however, has represented to us that in some cases it may be legitimate and 
desirable for the Railway Board to start a new construction without actually 
obtaining a supplementary grant from the Assembly provided always that the 
Standing Finance Committee for Railways has approved of the construction. 

The point made by the Financial Commissioner was that sometimes, owing to 
special unforeseen circumstances, it may be found impossible to start work on a 
particular project included in the budget, but that there may be another pro- 
ject equally desirable on which work could be begun immediately, and that if 
the latter project could not be started till the vote of the Assemblv is obtainedjr 
a whole working season might be lost and a substantial part of the construction 
stafi left idle. The main question involved is what latitude is to be allowed to 
the executive to start a new service with the approval of the Standing Finance 
Cgmmittee in anticipation of the approval oi the Legislature. We consider 
that whatever latitude is allowed, the executive should not be allow'ecl to 
substitute for a project approved by the Legislature another project the lull 
cost of which will be considerably more, although in the particular year in 
which it is started the expenditure might not exceed the amount already pro- 
vided for in the budget. We also urge that in all such eases of substhuting 
one project for another, the control of the Finance Member should be liuidly 
exercised. 

Further, when alternative projects are under consideration, particulars of 
all of these might be given to the Legislative Assembly w hen the Railway budget 
is presented, and it might be possible by adding token ^'otes to get <ipproval in 
advance from the Assembly for pow’'or to select one out the various piojects 
mentioned. We think that the procedure for this pm pose ought to be 
carefully considered and then fcamulated in definite terms. 

38. In the course oi our discussions a question was raised wJiether in { Question 
the case of construction of quarters and other amenities for government servants 

the money limit for determining whether the expenditure relates to a 
“ new service ”, should not be lower than in other cases. We could not how’ever 
pursue the point as sufficient information was not available about the parti- 
cular item of expenditure on which the question was raised. We hope that the 
report to be furnished by the Auditor General in future years {vide paragraph 
31 nnte) will enable succeeding committees to deal with the question. 

39. We also suggest that in future the Standing Finance Committee and (Questions 
also the Standing Finance Committee for Railways, when asked to approve of S14r.) 
any scheme placed before them, should consider, in the light of the case faw pro- 
mulgated by this Committee, whether the scheme constitutes a New Service 

In order to enable that Committee to perform this function, the Department of 
the Government of India responsible for presenting the demand to that Com- 
mittee should call attention to all the relevant facts and considerations 

40. The Auditor General has suggested, and we entirely agree with him, Supple* 
that the amount of a supplementary grant should be distributed between 

various sub-heads and demand units like that of the original grant. Question* 
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Re-appro-’ 

priatioMS. 

(Questions 

116 — 118 .) 


4L On paragrapli 59 of tlie report} of the Accoimtant General, Posfcss and 
Telegraphs, the Auditor General has raised the important point whether 
re-appropriations should be made in the course of the\^‘iras soon as necessity 
for the expenditure is foreseen or whether lump sum re-appropriations made at 
the end of the year would sutSce. We consider that in order to enable the de- 
partmental officers to watch the progress of expenditure with the help of the 
accounts officers, it is necessary that re-appropriations should be sanctioned as 
soon as necessity for additional expenditure is foreseen. 


Telegraph 42. In the course of our discussions a few cases were brought to our notice 
and Tele- iji which there was a great disparity between the charges levied for telegrams 
rates^ and those levied for the use of trunk telephone lines. In view of the increasing 
(Question competition between the telegraphs and telephones, we suggest that the Govern- 
142.) ment should consider whether the relative rates of the two should not be 

revised so as to secure the best possible economic results. ^ 


Indian 43. The Chief Controller of Stores in evidence before us stated that until 

Stores Be' the Government departments placed a larger share of their orders through the 
Indian Stores Department, that department cannot be self-supporting ; and 
27 ^ 311, 802 that while several departments and especially the Army would be of great im- 
aad 803.) portance, the really decisive factor in the situation must always be the Railways. 

He said in fact that without the bulk of the Railway business, the department 
could not become self-supporting. In view of these statements we think that the 
time has come for the Government to adopt a definite and decisive policy in rela- 
tion to the Indian Stores Department. We wish therefore to record a recommen- 
dation that if the Government are satisfied that the department is so organised 
that it is capable of purchasing stores with efficiency (as regards testing quality, 
etc.), and economy, on a standard comparable to that attained by the depart- 
ments when purchasing on their own account, then the Government should issue 
orders that all stores (other than stores of a special technical nature) required 
by any Government Department should in future be purchased through the 
Indian Stores Department ; and that if the Government are not so satisfied then 
they should appoint a committee of the Legislative AKSsembly to enquire into 
the present position and working of the Indian Stores Department. We are 
prepared to recognise that there may be reasons against the immediate universal 
application of orders such as are envisaged in the first part of oux recommenda- 
tion stated above, and that time may be required for the development of the 
Stores Department in certain directions, but this admission is not inconsistent 
with a declaration of policy by the Government such as we have recommended. 
Moreover, if the Government were to adopt a definite policy, the development 
of the Department might be greatly accelerated. We received, for example, a 
very valuable suggestion from the Chief Commissioner of Railways in this matter. 
He informed us that, except for certain big items the purchase of 
which has been centralised with the Railway Board, the Railways 
were prepared to effect purchases through the Indian Stores Depart- 
ment in every case where it was to their advantage to do so — 
subject always to the reservation that they could not hand over to any outside 
agency their responsibilities regarding rolling stock— an exception which we 
accept as (M>ming under the heading of special technical stores. The Chief 
Commissioner went on to say that a year ago the Railway Board had agreed 
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to purcliase tlirougli tho Indian Stores Department a number of additional 
items of stores and that be would be prepared to consider at intervals of 
six montbs or a year further additions to the list. The criterion be would 
apply would be that it must be to the advantage of the Railways to do so, 
and if there was any doubt about the advantage to be obtained in regard to 
certain items, he would suggest that fora year or two the Railways should 
purchase half the quantity of such stores departmentally and half through 
the Indian Stores Department. He hoped that he would thus obtain a reli- 
able test of the practical efficiency of the latter. If such a practice is applied 
on a sufficiently large scale and with a genuine and "whole-heai ted desire to 
assist the development of the Indian Stores Department, not only by the 
Railways but by all other Government departments, it might be 
reasonable to defer further orders until this practical experiment had 
boen completed. But we maintain that the Government should definitely 
announce their policy to this effect. We further wish to emphasise that, in 
considering whether the Indian Stores Department operates economically, all 
the factors 'which affect the Government of India as a whole should be taken 
into account. ‘ For example, while it may happen that the Army Department 
purchasing oil on their own account could get oil cheaper than if they were to 
buy it through the Indian Stores Department, after allowing for the addition 
of the 2 per cent, commission which the latter charges, nevertheless the financial 
results to the Government of India as a whole might be better if the purchases 
were made through the latter Department. 

44. Profit and loss accounts and balance sheets of commercial undertakings Commer- 
are at present incorporated in the Appropriation Accounts, but o-wing to the 

form in which the accounts are presented, and to the fact that in all cases we takings, 
are dealing with accounts which are two years old, we can carry out no useful or (Questions 
practical review of the commercial results and efficiency. As it is very material 
to our task to be able to form an opinion on these points, we recommend that 
in the case of commercial undertakings, including the Railways, there should 
be an annexe to the Appropriation Accounts reviewing the general results of 
the working of the undertakings on the basis of the latest figures available and 
giving a general account of the business, containing the sort of information 
which is given in the annual report of a commercial company and in the speech 
made by the chairman of a public company to the shareholders at the annual 
meeting. Such reports would in any case be of general interest to the public. 

45. The Accountant General, Railways, has brought to our notice a case inBepar^ 
which a Railway suffered some loss by the departmental manufacture of bricks, manirfac- 
Although we realise that in commercial undertakings mistakes like this in calcub ture. 
ating probable savings by departmental manufacture axe liable to occur, and al- (Question 
though the loss in the particular case was of a relatively small amount, nevertheless 

an important lesson can be learnt from the incident under review, viz , that 
V hen Railways desire to undertake a manufacturing business of this bind, which, 
is outside their ordinary business, special care should be devoted to checking 
the esthnates. As there is some danger of the Railway undertakings in India 
growing to an unmanageable size, any tendency to expand outside their own 
special task, should be checked. Such expansion is justifiable only if conditions 
are such that a particular article required by the Railways cannot be obtained 
on any sort of reasonable terms unless they manufacture it themselves ; and 
HeiCPBFinl) b 
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the mere prospect of makiag an ordinary commercial profit should be no indime- 
ment for the -undertaking of such business. It must always moreover be remem- 
bered that it is difficult enough to provide adequate capital for meeting the 
needs of actual railways, without locking up money in side shows. 


Present a« 
tlon of 
Railway 
budget. 

Volume LI — 
page 246. 


4b. At present the Railway budget is presented in the Assembly by the 
Railway Member. Under the Indian Legislative Rules, however, the Budget 
has to be presented by the Finance Member, and we are informed that the defi- 
nition of the term ' Finance Member ’ as given in Rule 2 of the Indian Legislative 
Rules permits the Governor G-eneral to appoint any Member of the Assembly 
other than the regular Finance Member for a special purpose to exercise the 
functions prescribed by the rules for the Finance Member. We desxe to 
recommend that when the Governor Geiieral exercises this power oi appointing 
any Member as the Finance Member for the purpose of any particular rule in 
the Indian Legialativ^e Rules, the order of such appoiutmen-t should be laid,on 
the table of the House. We also suggest that the Railway Board should 
obtain the opinion of the Legislative Department as to the interpretation of 
the definition referred to above. 


!Form?if 47. A question of great importance which has been raised on several 

meetings is whether the existing convention as regards Railway 
Functions Finance was intended to exclude the Public Accounts Committee from being 

of tbe consulted or giving advice about the form of the Demands for Railway Grants. 
Public 

Aceountb "Ruh 44 (3) of the Indian Legislative Rules lays down that the Budget 
tee*^n^ shall be presented in such a form as the Finance Member may consider best 
tbe fitted for its consideration by the Assembly ; and it would be in accordance 

with English constitutional theory and practice that in deciding such matters 
Commit- Finance Member, if he desired advice or suggestion from outside the 
tee^for Finance Department, should consult the Public Accounts Committee rather 
Railways; any other body connected with the Legislature. On the other hand, 
^Question Resolution regarding the separation of Railway from General 

finances adopted by the Legislative Assembly on the 20fch September, 1924, 
the form which the Railway Budget shall take after the separation, the details 
it shall give and the number of demands for grants into which the total vote 
shall be divided has to be considered by the Railway Board in consultation with 
the Standing Finance Committee for Railways, While this Resolution clearly 
gives to the Standing Finance Committee for Railways a definite function in 
the matter, there is no evidence to show that the Legislative Assembly, in 
adopting this proposition, took into consideration the further implication of 
an intention altogether to exclude the form of Railway accounts from the 
purview of the Public Accounts Committee. In any case, it appears to us that 
the decision, however strictly interpreted, does not necessarily mean that the 
constitutional powers of the Finance Member and his right to act, if so desired, 
in consultation with the Public Accounts Committee are abrogated, and we 
submit that it would require very definite and explicit decisions based on due 
constitutional authority to abrogate such powers and rights. We therefore 
record the view that even now, that is to say, without any further affirmation 
from the Legislative Assembly being required, the position is that all changes 
in the form of Demands for Railway Grants initiated by the Railway Board 
in consultation with the Standing Finance Committee for Railways may be 
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subject to further consideraiion by the Finance Member who, before ariiving 
at a final decision, will be entitled to consult the Public Accounts Committee. 

In expressing this view, we do not at all wish to suggest trenching on the powers 
or limiting the scope of the Standing Finance Committee for Railways. The 
main work will still be their^, and normally, in view of the Assembly Resolution 
and the convention thereby adopted, the initiation and preliminary considera- 
tion of all proposals for changes in the form of Railway Accounts will rest with 
them. On the other hand, it may on occasions happen that the Public Accounts 
Committee, while examining the Appropriation Aecounrs of the Railways, 
may consider that some change is required in the iorin of the Demands for 
Railway Grants/^ In such a case it would be proper for the Finance Member, 
in deference to the arrangemeiit authorised by the Legislative Assembly in 
1924, to ask that the Standing Finance Committee for Railways should con- 
sider the suggestions of the Public Accounts Committee, leading himself ihe 
liberty thereafter if he thought it necessary, to make a juriLer reference to the 
Public Accounts Committee before he came to liis owa final conclusion. 

We believe that in practice the interprebation of the position which we 
have set out above will provide a satisfactory working arrangement which 
will be the best in the public interest and will ensure that both the Standing 
Finance Committee for Railways and the Public Accoimts Committee can 
render to the Government the very valuable services of which they are capable 

48. An estimate amounting to Rs. 2,27,645 was prepared by the Director 

of the Royal Indian Marine for the conversion of the Dufierin as a training ^ i 

ship. The appropriation in the budget for 1927-28 ior this work was 592—621 and 
Rs. 1,40,973. The actual cost of the conversion amounted, however, toB46.) 

Rs. 3,66,373, i.e., an excess of Es. 1,28,728 or 56*5 per cent, over the estimate, 
and of Rs. 2,94,812 over ihe appropriation. The reasons for the excess as 
given in paragraph 6 of Appendix XIII may be valid, but we must call atten- 
tion to a very unsatisfactory feature in this case, namely, that the expenditure 
was actually incurred by the Marine Department in 1927-28 without their 
giving any intimation of the fact to the Commerce Depaiiment. The first 
notice that the Commerce Department received was in February 1928 through 
a proof copy of the Demands for Grants for the year 1928-29 sent to them by the 
Finance Department. This case clearly proves that it is necessary tha"^ when 
one Department of Government employs another to do work for it, there ought 
to be a proper business arrangement made in order to insure that the Depart- 
ment undertakingthe work does not exceed the estimate without the authority 
of the employing Department. We also suggest that the Auditor General should 
‘investigate what precise procedure could be adopted in a case like this to keep 
the Department responsible for providing the funds informed of the progress 
of expenditure on the work. 

49. A case was brought to our notice in which an officer was placed on Officers ob 
special duty for work which was estimated in the first place to last only six 

*** A case actually occurred wliich we ffuote as an illustration. The Public Acoouiits Com- 
mittee of 1926-27 and 1927-28 urged that the Bailway Demands foi Grants, as presented to the ^ 

Assembly at the time of the Budget, should conform to the form of accounts presented before the 
Public Accounts Gomuiittee the latter shewing under each Grant expenses charged to respective 
Railways. The Financial Commissioner of Railways accepted this suggestion and the demands 
of 1928-29 were presented accordingly. 
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months, but actually continued to eighteen months. We consider that it should 
be possible in the case of temporary employment of an ofBcer on special duty 
to frame a more accurate estimate of the period required for the special 
work. 


IV. — Comments on matters relating to particular departments arising out oi the 

present Report, etc. 

Retoet of the Accouktant Geneeae, Central Revenxtbs. 


(Question 

233.) 


(Questions 
241 — ^247.) 


Questions 
!6a— 277). 


(Questions 
541— 540.) 


Grant 18 — Salt, 

.70. "We desire to record that an examination oi the accounts of the Nor- 
thern India Salt Revenue Department for 1927”-28 reinforces the recommenda- 
tion made by our predecessors in paragraph 18 of their report of last year. 
We reserve further recommendations until we have had an opportunity* of 
exfj mining the special full report on the commercial results which will be 
placed before the Committee next year. 

71. We understand that at present no commercial system of accounts 
is maintained for the Government salt producing sources in Bombay, Madras 
and Burma. We are of opinion that the commercial system of accounts should 
be introduced in all Government salt producing undertakings. 

Grant 47 — Meteorology, 

52. AVe desire to have a report next year analysing the services which are 
rendered by the Meteorological Department to the Royal Air Force and the 
reciprocal services rendered by the latter in the study of Meteorologjr, new 
routes for civil aviation or otherwise*. The report should mention specifically 
those activities which the Department would not have underi^aken but for the 
Royal Air Force. AA^hile asking for this report/ we recognise that meticulous 
accuracy as regards claims and counter claims during the present experimental 
period is neither practicable nor desirable. 

Grant 49 — Botanical Survey, 

53. In considering the position as regards the large stocks of quinine held 
by the Government and the policy to be adopted by the Government as regards 
the production of quinine, it has been suggested to us, first, that the supply 
and consumption of quinine in the malarial districts of India may not have 
been developed on a scale desirable having regard to the well-being of the people, 
secondly, that spurious quinine is being sold in substantial quantities. Fur- 
ther, from our own examination of the position, we have formed the conclusion 
first, that having regard not only to their own financial interests but also to 
the proper dovelojmient of medical benefits for the people, it is desirable that 
the Government of India should formulate a definite policy as regards the pro- 
ductmn and distribution of quinine, secon<lly, that as no such policy can be 
efiectively introdxiced without some action for encouraging the consumption 
of quinine, and as thib latter side of the matter lies in the hands of the Pro- 
vincial Governments, the Central Government cannot initiate any effective 
and businesslike policy without the co-operation of the Provincial Governments. 
We therefore recommend that the Government of India should investigate this 
whole question^ in consultation with Provincial Governments, without delay* 
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Grant 66 — Indian Stores Department 

54. We find tliat tlie figures of net loss in the working of the Indian Stores 
Department, as given in the Administration Eeport, differ considerably from th® 
figni-es in the Appropriation Accounts. A memorandum has been circulated to 
us by the Audit Officer, Indian Stores Department, explaining the differences 
(Appendix XII). We desire to record that in future the two sets of figures 
should be prepared on the same lines or at ^east on a reconcilable basis. 


Grant 73 — Befiinds. 

65. "We suggest that the Finance Department should consider whether, in (Question 
the case of the non-voted refunds, 'which represent inevitable items of expendi- 
ture, there should he no time limit for the acceptance and sanctioning of re- 
appropriations and additional appropriations, provided, of course, that the 
. orders are actually passed within the financial year. 

Grant 76 — DelJiL 


66. We are informed that at present the Chief Commissioner is solely and (Questions 
entirely responsible for the preparation of the initial local estimates 
of all fluctuating charges in his budg^^t and does not obtain any 
assistance or advice on the subject from his Pay and Accounts Officer. It 
appears to us that the special knowledge and experience of the Pay and Ac- 
counts Officer would be of the greatest value to the Chief Commissioner and that 
without the aid of these the Chief Commissioner can hardly be expected to frame 
really accurate budgets. W e suggest therefore that the Finance Department 
should enquire into the possibility of improving the present procedure for the 
preparation of budgets in areas like Delhi where there is a separate Pay and 
Accounts Officer. 


67. We were informed that the expenditure shown under the head ^ Agri-CQ^^estiou 
culture ’ under this grant relates to the maintenance of gardens in the Delhi city 
and not to the improvement of agriculture in rural areas. We suggest that this 
should be made clear in future Demands for Grants and Appropriation 
Accounts, if possible, by the exhibition of the expenditure under the sub-head 
^ Horticulture b 


Ghmit 7S — Andaman and Nicobar Islands. 

68. We suggest that when considering the preparation of acconnts of the (Question 
dairy farm and the slaughter house on a commercial basis, the Auditor General 
should consider whether any portion of the loss on the working of these under- 
takings can properly be charged against Army estimates. 

Grants 82 and 83— Expenditure in England under the control of the Searetary of 
State and the High Commissioner. 

59. We recommend that the persistent over-budgeting under these two 
grants should be brought to the special notice of the Secretary of State and the 
High Commissioner. 
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/Questions 

73 — 76 .) 


(Question 

743 .) 


(Question 

760 . ) 

(Question 

761 . ) 


(Questions 
763 — 769 .) 


(Question 

760 .) 


(Queslaon 

769 .) 


Report of the Accountant General^ Posts and Telegraphs, 

60. Paragraph 33 of the Report, — ^We consider that the fraud ref ei red to in 
this paragraph should be taken as an occasion to issue circular instructions 
drawing attention to the rules requiring the verification of signatures. 

Repmt of the Accomtayit General, Railways. 

61. Paragraph 2 of the Amexure. — We suggest that a further enquiry 
should be made regarding this case to fix the responsibility for the loss of mea- 
surement sheets. We are also of opinion that an entry should be made in the 
record of service of the Assistant Engineer concerned, though we recognise 
that his good conduct since then will naturally diminish the effect of such an 
entry. 

62. Paragraphs ibid. — We desire that legal opinion should be obtained 

whether criminal proceedings could have been taken in this case. ^ 

63. Paragraph 9 ibid. — We are not quite satisfied with the explanation 
given and we endorse the suggestion of the Einancial Secretary that the Rail- 
way Board should study the elaborate set of rules drawn up by the Army De- 
partment regulating the acquisition, custody and relinquishment of State lands 
and buildings by Military authorities, and consider whether similar rules 
could not be introduced for the Railways. 

64. Paragraph 12 ibid. — We are glad to be assured that, since the separa- 
tion of Railway Finance, considerations of the budgetary position of the Govern- 
ment of India have not been allowed to govern allocation of expenditure between 
capital and revenue. As regards the relative respnnsibi ity or the Railway 
Board and the Government Examiner for the allocation of the expenditure 
between capital and revenue, we think that at the time of the preparation of the 
budget estimates, the Railway Board should make an attempt to bring up-to- 
date the allocation between capital and revenue, but that the responsibility 
for checking fche actual allocation when the expenditure is actually incurred 
should lie on the Government Examiner, to whom all the material necessary 
for making a correct allocation must be made available. 

65. FamgrapJi 13 ibid. — As the explanation furnished by the Manager is 
not quite satisfactory the attention of the Manager should again be invited to the 
Accountant General’s remarks and a more instructive report should be 
furnished to the Committee next year. 

Paragraphs 11 and93 of the Report. — We are informed that though, ac- 
cording to the Government of India Resolution regarding the construction of un- 
remunerative lines on the guarantee of a local Government or other local body, the 
actual loss in the working of such lines ought to be borne by the local Government 
or other local body, in practice it is generally necessary to limit the liability of these 
bodies to a definite maximum figure of loss bavsed on such estimates as the Rail- 
way Board can frame. We understand that in cases of this kind it has not been 
the practice to prepare detailed estimates of capital expenditure before arriving 
at an agreement with the local body, as the cost of preparing such estimates 
would be wasted if such body were subsequently to decline the terms offered to 
it. We recommend that before entering into any such agreement with a local 
Government or other local body, especially in cases involving difficult 
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construction, detailed estimates should be prepared on the understanding 
that if the local Government or the local body did not accept the terms 
offered by the Railway Board, the cost of preparing such detailed estunates 
would have to be borne by the local Government or the local body 
concerned. 

As regards the Kangra Valley Railway, we refrain from detailed comment 
first, because it is acknowledged that the case w^as exceptional and that the 
procedure follovved in that case ought certainly not to be repeated and, 
secondly, because the matter is now under investigation by the Railway 
Board. 

67. Pamgmjph 12 ibid. — We are very much concerned to hear ^Qxiestion 
from the Controller of Railway Accounts that the state of affairs regarding 770.) 
Stores Accounts on the East Indian Railway is a very bad one and that it has 
been so for a long time. We hope a radical alteration of the present procedure 
and the introduction of machines proposed by the Controller will enable him to 
evol ve order out of the present chaos. We shall be glad to have a report on the 
S'tuation next year. 

G8. Paragraph 30 ihid. — 'Wq are informed that the difference in the figures (Question 
of capital at charge as given in the Ad'^unistration Report and those given in'^'^^*) 

' he Appropriation Accounts is due to the difference in the rate of exchange at 
which sterling figures have been conve. led into rupees. We understand tha,t 
certain proposals oi tlio Auditor General in this connection are still under the 
consideration of the Railway Board and we recommend that in future an 
attempt should be made to present the two sets of figuros on a uniform basis. 

69. Paragraphs 38 to 40 ibid. — We recommend that the Railway Board (Questions 
should follow a definite policy of adjusting rates on -"'bnipany -managed lines 

to rates on State lines, unless in any special ease there are definite economc 
reasons against such a course. 

70. Paragraph 45 ibid.— O ut attention has been called to the fact that the (Question 
increase in expenditure on fuel on the Bengal Nagpur Railway is not due to 
increased consumption but to higher cost of coal. As there was no general 

rise in coal prices throughout India, this higher cost has been explained to us 
as being the result of the fact that the coal (which is supplied from ^he com- 
pany’s own collieries) consumed in 1927-28 was taken from collieries at a 
greater distance, the increa e therefore being due to bighei* freigho charges. 

This seems to indicate that the prices of coal charged to the railways are de- 
pendent on the cost of production and delivery I'ather than on the fair market 
price of the coal. We think that the collieries of the company should be treated 
as an independent commercial undertaking and that the price charged to the 
Railways should be a competitive commercial price. This means that a system 
of proper commercial accounts should be introduced on all collieries worked 
by Railways and that the loss or profit in working such collieries should be 
shown separately. 

71 . Paragraphs 103 and 104 ibid. — ^ee paragrapli 28 ante. 

72. We concur in the conclusions and recommendations {vide Appendix 
XX) of the Sub-Committee appointed by us to investigate such of the items in 
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(Questions 
69, 733 and 
736,) 


the Report of the Accountant General, Railways, as were not dealt with in 
detail by the ma n Conmi'ttee. 

As regards the sub-paragraph to paragraph 8 of the Report of the Sub- 
committee we are satisfied that the points raised by us have for the present 
been adequately dealt with in the letter addressed by the Railway Board 
tc the Agent, B. N. Railway, but we desire to have a full report next year, on 
the action taken as a result of this letter. 

Eefort of Military Accounts Committee. 

73. We cordially approve of the change made in the current year in the 
constitution of the Military Accounts Committee, namely, the substitution 
of the Controller of Civil Accoxmts as a member of the Committee in the place 
of the Army Secretary. We a’ so record our appreciation of the efficient and 
thorough mamier in which the Military Accounts Committee has dealt with 
the Appropriation xiccounts. We concur in the conclusions and recommenda- 
tions of that Committee. 

74. 'We desire to receive a memorandum from the Army Department on 
their policy as regards purchases of stores through the Indian Stores Depart- 
ment and whether the Aimy could increase their purchases through that 
Department. 

75. We consider that the result of the examination of the Financial 
Adviser mentioned in paragraph 54 of the Military Accounts Committee's 
report should be comnumicated to us. 

Miscellaneous observations. 

76. In the course of our examination this year we have noticed one or two 
cases where, owing to oversight, there has been a fa lure to take action on some 
of the recommendl&^tions of our predecessors. In order to avoid such delays 
in future, we recommend that as soon as the report of this Committee appears, 
the Finance Department should prepare ists enumerating the points and recom- 
mendations, including those in the proceedings attached to the Report, which 
concern each Department and circulate them to the Departments concerned 
for immediate action. The Departments concerned should then report by a 
fixed date what action they have taken as regards each item and further render 
supp’emeiitary returns at regular periods until all the recommendations have 
been disposed o to the satisfaction of the Finance Department. 

77. We have to note that in some cases the representatives of the depart* 
ments, who appeared before us, have not always been able to answer our ques- 
tions with full responsibi ity. We wish to emphasise our v ew that the 
officer icjsponsible for the control of any department must always include the 
control of expenditure and accounts as an important part of his own direct 
responsib lity and should be ready, if necessary, to appear before the Public 
Accounts Committee. 

78. We are glad to note the inauguration this year of the practice of the 
Financial Secretary being present at all our meetings. This is of great value 
and we consider that it should be adopted as a regular practice. 

79. In view of Sir Frederic Gauntlett’s impending retirement and of the 
fac^t that this is the last session of the Public Accounts Committee that he will 
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attend in liis capacity as Auditor General in India, we desire to place on record 
onr great and genuine appreciation of the very valuable service which he has 
consistently rendered ever since the Public Accounts Committee was instituted — 
service not only to the Public Accounts Conimittee but also to the Legislature 
and the Executive Government. Sir Frederic Gaiintlett by Ms devotion to 
Ms duties and by his able maintenance of che emciency and independence of 
audit has done much to strengthen the finaiicial comroi of public expenditure 
and by the advice and guidance which he has at all times generously given, 
he has greatly assisted the Public Accounts Committee in developing the exer- 
cise of its functions and in fulfilling the important part assigned to it under the 
constitution. 

80. In conclusbn we desire to acknowledge the services of our Secretary, 
Mr. K. Sanjiva Row. 


•GEORGE SCHUSTER. 

T. A. K. SHERVANI. 

B. DAS. 

CHOWDHURY MD. ISMAIL KHAN. 
S. C. MITRA, 

GAHGANAND SINHA. 

ABDUL MATIN CHAUDHURY, 

K. C. NEOGY. 

MD. YAKUB 
K, C. ROY. 

H. A. J. GTDNEYL 


The 26{h Sep^<?9nker^ 7929 
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V.-^PROCEEDIMG'S OF THE COMMITTEE. 


Proceedings of the first meeting of the PiiMic Aeconiits 
Committee held on Monday^ the 12th August 19295 at 

11 a. m. 

Present : 

(1) The Honourable Sir Gboroe Schesteb, Chairman. 

(2) Mr. T. A. K. Shervani. 

(S) Mr. B. Das. 

(4) Mr. S. 0. Mitra. 

(5) Kumar GrANOANANP Sinha. 

* (6) Maiilvi Abdul Matin Chaudhury. 

(7) Mr. K. C. Neogy. 

(8) Maiilvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Sir Frederic G-auntlett, Auditor General. 

(11) Mr. J. E. C. Jukes, Controller of Civil Accounts. j W ere also 

(12) Mr. 0. A. Travers, Accountant G^meral, Central Revenues. present. 

(13) Mr. A. C. Badenoch, Director of Commercial Audit. 1 

G4) Mr. B. Nehru, Deputy Auditor General. J 

The Honourable Mr. E. Burdon, Financial Secretary, Witness, 

At the outset the Chairman welcomed the members to the deliberations 
and requested them to allow him some indulgence as he was new to the work. 
He commented on the enormous volume of business placed before the Com- 
mittee and appealed to members to co-operate with him in the endeavour to 
employ the limited time available to the best advantage. 

There were two practical ways of furthering this object, first, the prelimi- 
nary study of specially important subjects for discussion, secondly, the con- 
centration of discussion on points of real imporfcance. As to the first, after 
mentioning that he hoped to distribute the report of the special committee on 
military accounts in two days thus giving members ample time before its dis- 
cussion, he referred to the important question of the discussion of the 
Public Accounts Committee’s report in the Legislative Assembly. He called 
special attention to the Memoranduni (ehxTilated as Appendix V) containing 
the Government proposals on that matbT and hoped that members would 
carefully study this and, if necessary, consult their paity leaders, so that at 
#ne of its later meetings the Committee might Lave a really useful debate on 
this important matter and, if possible, mrive at a plan which would satisfy 
all sides. Turning to the second point which he had emphasised at the out" 
iet, the Chairman hoped that he could rely on the Committee to help him in 
concentrating discussion on really important points— that is to say points 
involving questions of principle. The Auditor General promised to circulate 
a supplementary memorandum to-morrow mentioning the points which he 
considered to be really important. The Auditor General pointed out that a 


^Members, 


J 
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great mass of tlie work done hj Mm was designedly meant to be educative, 
especially as to tlie details of tke budget work and tbe control of expenditure* 
The Committee need not <jo into all these details but may concentrate on finding 
out what was being done to improve the budget system and expenditure 
control, the scrutiny of individual items being left to the executive govern- 
ment. Mr. Roy then referred to the fact that in 1928 the Government’s 
resolution had been issued in January — and in 1929 onlj^ on May 17, and he 
raised the point whether it was really in order for the Government to issue 
% resolution on the Public ^4ccounts Committee’s report before the Legislature 
had an opportunity of discussing the report. It was agreed that this point 
should be considered when Appendix V was being discussed. 

2. It was pointed out by Maulvi Mohammad Yakub that 19th was an 
important Muhammarlan holiday. It was therefore decided to hold on the 
20th the meetings fixed for the 19th. 

3. Mr. Mitra objected to the following sentence in paragraph 5 of Appendix 
Strictly the fuiictmn of the Committee consists in scrutinising the 

application of the funds voted by the Legislature.” It was pointed out by the 
Chairman that the main object of the whole paragraph was merely to call 
attention to points which wouk^ have to be considered in framing lire procedure 
for a discussion of the Committee’s report in the Legislative AsseniLIy, and 
emphasised that the phrase to which Mr. Mitra had referred did not imply 
any intention on the part of the Government to alter the practice hitherto 
followed according to which the scope of the Committee’s discussions had 
been much wider. He, however, appreciated Mr. Mitra’s point and his 
desire not to be taken as acquie•^cmg in any statement which might be hold to 
limit the Committee’s functions. He thought that the point could be better 
made when the time came to discuss the whole of Appendix V fully, 

4. The Committee then took up consideration of the Finance Department 
Re^solution (Appendix I) on the Report of the Public Accounts Committee on 
the accounts oi 1926-27 which indicates the action taken on the Report, the 
statement prep.ircd by the Finance Department (Appendix II) shearing the 
action taken on points raised by the Committee but not dealt with in the 
Resolution and also the statement simultaneously prepared (Appendix III) 
showing the recommendations of proviouc Committees on which action is 
still outstanding. 

5. Paragraph 1 of the Resolution . — The members of the Committee desired 
that the Epitome prepared by the Auditor General should be supplied, 
to the members of the Assembly. They were informed that it would be sup- 
plied to all members of the Public Accounts Committee and to such other 
members of the Assembly as asked for it. 

6. Paragraph 3 ibid . — The Committee desired to record that opportuni- 
ties must be found during the session for the presentation of belated supple- 
mentary demands to the Assembly, and that, inasmuch as the voting of grants 
was the primary function of the Assembly, the excuse that time was not avail- 
able ought in no circumstances to be accepted. 

7. Paragraph 4 ibid . — The Auditor General pointed out that the system 
of over-allotment on railways broke down in 1927-28. It was agreed to discusi 
this matter further when dealing with the Railway Appropriation Aoeounts. 
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8. Paragraph 6 ibid, - On being questioned by one of the members whether 
this paragraph meant that the Committee had said the last word on the sub- 
ject, the Auditor General pointed out that the Committee was perfectly entitb 
ed to deal with the financial effects of these schemes which would be brought 
out in future reports. 

9. Paragrafh 7 ibid . — In reply to the Auditor GeneraFs question in para- 
graph 24 (a) of his letter enquiring whether the scheme prepared by the 
Officer on Special Duty in the Finance Department is likely to be accepted, 
Mr. Burdoii said that the question was under his consideration. Having re- 
gard to the fact that the scheme would necessitate an extension of the pay and 
accounts office system involving a substantial increase in expenditure and in 
view of the Secretary of State’s recent decision that the separation of accounts 
from audit should not at present be further extended, he desired to discuss the 
mntter further with Mr. Ra jagopalan. The Auditor General stated that he 
was not satisfied witli the existing system. 

10. Paragraph 8 ibid . — On being questioned by Mr. Das whether the term 
new service ” was being correctly interpreted on the railway side, the Auditor 

General explained that it would be found from tbe Railway Appropriation 
Report that he was not satisfied with the interpretation of the term on the 
railway side. It was agreed that the matter would have to be discussed when 
dealing with the Railway Appropriation Accounts. 

11. Paragraph 9 ibid. — Mr. Burdon explained that a Resolution embody- 
ing the principles recommended by the Public Accounts Committee was to be 
issued next week and that it would then be the duty of the audit department to 
point out any individual departures from these principles. 

12. Paragraph 10 ibid. — The point was raised whether Government have 
any power to waive revenue which it was authorised to levy under a statute. 
It was decided to suggest that Government should consider this question and 
obtain authoritative opinion on the legal position. 

13. Paragraph 11 ibid. — Mr. Burdon explained that a statement of general 
principles was issued in June last. The members of the Committee desired 
that the statement should be circulated to them. 

14. Paragraph 12 ibid . — The Committee desired to examine the representa- 
tives of the Industries and Labour Department and Railway Department on 
this matter, 

15. Paragraph 13 ibid. — ^As regards the point on which action had to be 
taken by Accounts authorities Mr. Burdon invited a reference to item 11 of 
Appendix A to the Military Appropriation Accounts and explained that neces- 
sary action had been taken by the Financial Adviser, Military Finance : the 
A.uditor General said that he had issued the necessary instructions to all offices 
under his control. 

16. Paragraph 15 ibid . — One of the members desired to know whether with 
the termination of the contract with Messrs. Howard and Co., a contract 
with any other firm has been entered into He was informed that no such con- 
tract has been entered into and that in the meanwhile supplies were being takeu 
from stocks in hand which were considered excessive. 
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17. Paragraph 16 ibid.- — The Committee desired to examine the Financial 
Adviser, Posts and Telegraphs. 

18. Paragraph 17 ibid. — Some of the members asked that more helpful 
facilities should be provided^ and it was then proposed that in future a list of 
all the administration reports available should be circulated to the members of 
the Committee along with the Appropriation fieportrS, and that if each 
member returned the list to the Finance Department marking those reports 
that he required the marked reports would be sent to liim. This was accepted 
as satislactorv to all members. 

19. item 4 of Appc}fd'ir II. — The Auditor General explained that his 
recommeiidations were that Government should introduce a scheme of audit 
on the comi)any lines which is practically the same as the scheme of audit 
which has been worked out for application on the Siat-^ lines after separatiomof 
accounts from <iudit. In view of the existing apprehension that some of the 
company lines were making iiisiilficient provision for renewals and replace- 
ment, the Committee desired that consideration of the scheme should he expe- 
dited as far as posvsible, Mr, Biirdon undertook to do so. 

20. Item 20 ibid. — It was explained that the desirability of having a local 
accounts oflB.ee has been accepted and that details are being worked out. 

23 . Ite}n 2S ibid. —Mr. Burdon explained what the proposals of the Govern- 
ment of India were and said that the Secretary of State had approved them. 

22. Item 39 ibid. — It was explained to the Committee that the Civil Ser- 
vice Regulations have been repiinted : further that amendments to the 
Civil Service Regulations .Te now statutory and are published in the 
Gajsette in the form of resolutions and that correction slips are issued by the 
press direct to the subscribers. 

23. Item 40 ibid. — The Committee was informed that the information asked 
for by the Accountant General. Central Revenues {vide paragraph 8 of his 
Report) was furnished to him on the 25th June, 

24. Item 1 of Appendix III. — Bmdon stated that the Government 
of India bad decided that (1) it vras impracticable to withdraw from the existing 
incumbents any privileges allowed by the existing rules, (2) no action should be 
taken as regards future recruits to All-India Services until it was known what 
was to happen to these services in future, and (3) new rules should be framed for 
new recruits as regards Governor General in CounciFs services and that an effort 
should be made to get Local Governments to adopt similar rules for their ser- 
vices. The matter had been mentioned at the last conference of Financial 
Representatives and Local Governments have been addressed: replies from some 
of them are awaited, 

26. Item 2 ibid. — Mr. Burdon invited the attention of the Committee to the 
memorandum printed as Appendix VI. It was agreed that this should be 
discussed later. 

26. Item 8 ibid . — Mr. Burdon promised to consult the Auditor General 
departmentally later. 
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27* Item 4 ibid. — Tlie Auditor (general explained that he has addressed the 
Accountants General and asked them to consult the Local Governments with 
regard to the rules as a whole and specially as regards the specific comments 
made at the conference of financial representatives. 

28. Item 6 ibid.—Mj. Burdon explained with regard to one aspect of this 
case that he was arranging to introduce a provision on the civil side similar to 
that existing on the Army side giving authority to Government for the stoppage 
of pay and allowances to secure recovery of any public claims. 

29. Item 14 ibid. — The Auditor General explained that the question was 
discussed at the conference of Accountants General and the general view^ at the 
conference was that the earlier closing of the accounts, which is one of the main 
objects in view, could only really be attained il for some adjustments at least 
there was a conventional year instead of the financial year and that the ques- 
ti<pi was being further considered. No change could be made without the con- 
currence of the Secretary of State, 

30. It was agreed that Appendices V and VI should be discussed later. 
The members were also requested to send to the Secretary any specific sugores- 
tions which they may have to make on these Appendices. 

At this stage the Committee adjourned till 2-30 p.m. 

Proceedings of the second meeting of the Public Accounts 
Committee held on Monday, the 12th Ang'ust 1929, 
at 2-30 p.m. 

Pbesent : 

(1) The Hon’ble Sir GEOBan Schtjsteb, Chairman. 

(2) Mr. T. A, K. Shebvani. 

(3) Mr, B. Das. 

(4) Mr. S. 0. Mitba. 

(6) Kumab Gakoahanb Sinha. ^ 

(6) Maulvi Annuxi Matin Chaubhuby. f 

(7) Mr. K, C. Neooy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Sir Fbedebic Gaunylett, Auditor General. 

(11) The Hon’ble Mr. E. Bubboh, Financial Secre- 
tary. 

(12) Mr. Jaoat Pbasad, Accountant General, Posts 

and Telegraphs. 

(13) Mr. T. Ryan, Secretary, Industries and Labour 
Department. 

(14) Mr. J, R, T. Booth, Joint Secretary, Indus- 

tries and Labour Department. 

(15) Mr. M, R. OoBUBN, Financial Adviser, Posts 

and Telegraphs. 

(16) Mr. B. Nehbu, Deputy Auditor General. 

Mr. P. G. Rooebs, Director General, Posts and Telegraphs, Witness. 
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31* Tlie Committee considered the Appropriation Accounts of the Posts 
and Telegraphs Department and the Report of the Accountant General thereon^, 
together with the relevant paragraphs of the Auditor General’s forwarding 
letter. There was a prelinainary discussion by the Coromittee. The Depart™ 
mental witnesses were then called in. 

32. Appendix III to the Report , — The Committee was informed that the 
position as regards the various outstanding items of previous years -was as 
follows : — * 

Item /. — ^Adjustments between the Posts and Telegraphs and other 
Departments. The only important adjustment outstanding under this head 
is with Foreign and Political Department. This Department was asked to 
bear losses incurred by the Posts and Telegraphs Department on account 
of postal and telegraph facilities provided for purely political reasons. *1110 
principle that the Foreign and Political Department should bear such losses 
has been accepted and only certain details have to be worked out. It is ex- 
pected that the case will be settled soon. According to present calculations 
the liability of the Foreign and Political Department is assessed by the 
Posts and Telegraphs Department at Rs. 2,85,000. 

Items 2 and 14 . — Credits due to the Posts and Telegraphs Department 
for Railway telegraphs and enhancement of rents due from canal adminis- 
trations. The conclusions of an officer placed on special duty to examine 
the question have only recently been completed and are under consideration. 
No serious delay is anticipated in the settlement of the canals question. The 
question as regards Railways, however, is a more difficult one and may involve 
complicated discussion with the Railway Board. The total amount 
mvolved is now estimated at about 12 lakhs. The Committee desired to re- 
cord that the settlement of the item should be expedited as the commercial 
results of the working of the Department could not be ascertained accurately 
till this and the other outstanding questions regarding adjustments were settled. 
The Chairman expressed the hope that the estimate of the period within which 
the question regarding canals would be settled would be more accurate than 
on previous occasions. 

Item 3 . — Pensionary liability of the Department. The Government 
actuary has completed the calculations and assuming a rate of interest of 
4|- per cent, he has arrived at the conclusion that the pensionary liability of the 
Department should be assessed at per cent, of the total salary. His 
report is under the consideration of Government. The Committee desired 
to record that with the actuary’s report now available there should be no 
further delay. 

Item 4 . — Separate Profit and Loss account for the Radio Telegraph 
branch. This will be given effect to in the accounts of the current year. 

Item 3 , — Transfer of the control of the Indo-European Telegraph Depart- 
ment to India, The Secretary of State has been addressed urging transfer 
of control and his reply is still awaited. The idea is to bring the whole De- 
partment under the control of the Director General, Posts and Telegraphs. 



Item 7. — Acceleration of the scrutiny of rates of depreciation and considera- 
tion of alternative methods of applying such scrutiny. A memorandum 
(printed as Annexure I to these proceedings) was circulated to members and 
it was agreed that the item should be discussed at the next meeting after 
members had read the memorandum. 

Item <§.— Utilisation of the accumulations in the Depreciation Fimd 
towards fresh capital outlay. This depends on the decision on item 7. 

Item 9. — Remedying defects in the machinery for executing repairs. 
Some preliminary instructions have been issued. Supplementary instructions 
will be issued on receipt of information called for from one of the circles in 
which the system is reported to be working very well. The Auditor General 
explained that the decision to transfer the maintenance of these buildings 
to the Posts and Telegraphs Department was the result of a recommendation 
of* the Public Works Reorganisation Committee that mere maintenance work 
should not be one of the main functions of the Public Works Department, 
The Committee desired to have a thorough report next year showing how the 
new system of making Departments responsible for the maintenance of their 
own buildings has worked so far as the Posts and Telegraphs Department 
w^as concerned 

Item JO, — Avoiding over-estimates regarding the requirements of the 
Radio-Telegraph branch. The difficulty in framing correct estimates was due 
to the fact that this was a new branch of service. Lump cixts have been made 
in the current year’s estimates and experience gained in the working of the 
Department will be useful in framing more correct estimates in future. The 
Committee agreed that this item may be taken as settled, though results must 
still he carefully watched for the future. 

Item 11, — Closer estimate of the credit on account of stores returned to 
stock. The particular case which gave rise to this recommendation was an 
isolated one. Necessary instructions have been issued and there has been no 
similar case since then. The item may be taken as settled. 

Item 12, — Comparative cost of running the Indian Posts and Telegraphs 
Department and the Indo-European Telegraph Department. The Director- 
in-Chief of the Indo-European Telegraph Department has been requested to 
communicate the results of his detailed enquiry on the subject. 

Item 13. — Reduction in the number of detailed account heads. The 
Eiilancial Adviser has prepared a list of heads to be eliminated and the Ac- 
countant General will be requested to eliminate them, if he agreed, from the 
next year’s accounts. 

Item 15, — The Committee agreed that this, not being a recommendation 
included in the main report of the Committee, might possibly have been omitted 
feom this Appendix, but the Committee decided to consider later the question 
of making an addition to their Report so as to direct the attention of the 
Departments of the Government of India to minor recommendations included 
in the proceedings but not separately dealt with in the main report. 

33. Paragraph 7 (a) of the Auditor GeneraVs letter, — ^This raises the general 
question of the financial results of the Department. The Chairman enquired 
HeiGPBMnl) o 
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wtetlxer the unavoidable annual increase of expenditure in pay and pensions 
of the staff will be offset by the normal growth of revenue. The Committee 
desired that an estimate should be made to give an idea of the future commercial 
prospects of the Department. It was recognised that such an estimate could 
not be meticulously accurate and that an approximate estimate would suffice. 

34. ParngTapk 13 of the Auditor General's letter.— The Auditor General 
pointed out that the first report was made by the Accountant General in 
April 1928. The Director General owing to the absence of certain officials 
from Simla had been unable before the meeting to collect detailed information 
explaining the delay in issuing orders. As the Director General was not pre- 
pared with the case, the Auditor General remarked that witnesses were ex- 
pected to be prepared for any question and specially on those matters which 
are mentioned in his letter. The Chairman endorsed the remarks of the 
Auditor General and stated that the lack of preparation indicated disrespect 
to the Committee. The Chairman pointed out that the fraud referred to in 
this paragraph should be taken as an occasion to issue circular instructions 
drawing attention to the rules requiring the verification of signatures. The 
Director General agreed to do so, 

36. Paragraph 14 ibid. — The Director General explained that the delay 
in this particular case which was admittedly very great, the recommendation 
as to punishment having reached him in January 1928, was due to the lack of 
information on certain points, the collection of which took considerable time. 
The Director General also explained that during this particular period 
there were several cases of delay in his office as the move from Calcutta to 
Delhi disorganised the work. He said that such cases were not likely to reem*. 

36. Paragraph 18 ibid. — A statement (printed as Annexure II) was 
circulated to the members of the Committee and it was agreed that this should 
jbe further discussed at the next meeting. 

At this stage the Committee adjourned till 11 a.m. on Tuesday, the 13th 
August. 



35 


AnNEXUBE I TO THE PEOOEEBIHGS OF THE SECOND MEETING. 

In paragraph 35 of the Report of the Public Accounts Committee on the 
Accounts of 1926-27 it was suggested that the scrutiny of the rates of annual 
contributions to the depreciation fund of the P. & T. Department should be 
accelerated and alternative methods of scrutiny considered. This suggestion 
has received consideration and this note is submitted with the object of inform- 
ing the Public Accounts Committee of the position in which the matter now 
stands. 

2, It may first be pointed ont that there is now fairly conclusive evidence 
in support of the general impression that the lives assigned to the capital 
assets of the P. & T. Department for the purpose of regulating contributions to 
the^ depreciation fund are, in the case of some of the more important assets, too 
short. It has been ascertained that more than half the total iron wire included 
in the assets of the department on 1st April 1925 had lasted its full prescribed 
life by 1926. The original value of this time-expired wire was approximately 
Rs. 289 lakhs whereas the total expenditure on renewals and replacements of 
iron wire during the 4 years 1925-26 to 1928-29 amounted to only about Rs. 91* 
lakhs. It is therefore clear that the bulk of this iron wire is still in use and likely 
to remain so fax many years to come. In the case of posts, approximately two- 
thirds of the total number in use (original value Rs. 429 lakhs) will have lasted 
their prescribed life in 1931. The actual expenditure on renewals and replace- 
ments of posts during the same four years is SJ lakhs and there is no doubt that 
these posts will not have to be fully replaced for a great many years. 

The corresponding figures for copper wire are as follows 

Rs, 

Original value of wire that has Just become time-expired S5| lakhs. 

Actual expenditure on renewals and replacements during 

the last 4 years — 1926-26 to 1928-29 . . • - lakhs. 

The bulk of this copper wire is still in excellent condition and will not need 
replacement in the near future. 

These facts seem to establish beyond doubt the inadequacy of the 
lives at present assigned to posts and lines, which constitute in value more 
than two-thirds of the total wasting assets of the department. The figures 
in the statement referred to in paragraph 4 of this note also afford strong con- 
firmation of this conclusion. 

3. As the A. G. P, & T. has stated in paragraph 6 of his Report for 1927-28, 
the D. G., P. & T, has arranged for the maintenance of detailed records of the 
life history of certain selected assets witii a view to obtaining reliable data on 
which to base revised lives ” for this purpose, but in respect of the bulk and 
more valuable portions of the assets, owing to their longevity, the results of this 
investigation are not likely to become available for many years to come. 
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The only possible alternative methods seemed to be — 

(1) to endeavour to obtain complete information regarding the assets 

that havt recently been replaced or renewed, and 

(2) to revise the prescribed lives on which the annual contributions to 

the depreciation fund are at present based with reference to a 
comparative analysis ot those contributions and the actual 
expenditure on reneAVals and rej^lacements during the last 4 
years. 

The former alternative has been considered but owing to the incomplete nature 
of the records maintained in the past regarding the dates and costs of original 
construction and the behaviour and treatment of particulai lines and other assets 
it held out no promise of yielding any information likely to help toivards a solu- 
tion oi the problem. Attention has therefore been devoted to the latter alter- 
native which seems to afford a basis for certain fairly definite conclusions. • 

4. fn the statem(*iit attached to this note the contribution to the depre- 
ciation fund and the expenditure on renewals and replacements have been 
compared for each of the four years 1925-26 to 1928-29 in respect of each of the 
main classes of assets. The present assumed life of each class is also shown > 
CJonsidering each item separately the following features of this analysis may be 
noted • — 

Buildings , — There is not a very marked disproportion between con- 
tribution and expenditure and it seems probable that the average 
actual life of buildings in this department does not differ very 
much from rhe assumed life of 75 years. 

Lines and Wires , — Here the disproportion between contribution and 
expenditure is very striking. As this group comprises assets 
that have been continuously added to the department during the 
last 70 years or so the wide divergences between the two sets of 
figures force one to the conclusion that the lives assigned to 
these items are too short and the contributions consequently too 
high. 

Apparatus and plant , — There is a great disproportion between contribu- 
tions and expenditure for this class of assets also. Many of the 
assets included here however, e,g., automatic telephone exchanges 
and various kinds of telegraph and telephone instruments, are of 
comparatively recent introduction and it is doubtful whether 
sufficient time has elapsed to justify the drawing of any very 
definite conclusions regarding the normal lives of such assets under 
the conditions obtaining in India, from the figures of the last 4 
years. The department should be in a far better position 5 years 
hence to judge of the suitability of the '' lives ” at present assigned 
to these items. 

Cables , — The actual lives of this class of assets are very uncertain but 
the two sets of figures indicate that the lives at present prescribed 
for cables are if anything on the low side. 

Electric installations . — The remarks against ' apparatus and plant 
apply to some extent here also. 
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6. In view of these figures and of the remarks thereon contained in para- 
graph 4, it would seem as if the only assets in respect of vhich it may be con- 
fidently asserted that the assumed lives ’ are substantially less than the 
actual lives, are posts, iron wire, and copper wire. The disproportion between 
the contributions and expenditure is considerably greater in the case of posts 
and copper wire than in the case of iron wire. The departmental authorities 
are accordingly inclined to think that the prescribed lives of these three items 
might safely be increased to the extent indicated below : — 



1 

Piesent ! 

a«sbtimed 
life 

Proposed | 
assumed 
life. 

Percent- 

age 

measure. 


Vcar^, 

Yeai^, 


li #ire (lelegraphs) 

24 1 

32 

33-1/3 

Iron 'kuie /teiephonerf^ 

KM 

14 

33-1/3 

Copper v,rc 

'll! 

40 

50 

Po>.t.s 

30 

45 

50 

1 


If the annual contributions to the depreciation fund were based on thes^* 
enhanced lives (but see paragraph 6) they would be reduced by approximately 
Es. 10 lakhs although still remaining substantially higher than the past average 
annual expenditure on renewals and replacementb. Some allowance must 
however be made for the possibility that to some extent the department has 
failed or delayed to carry out necessary renewals and replacements and may 
consequently have to face abnoimally hea^^v expenditure of this nature in 
the near future. 

6, It is doubtful however whether any aiteiations in the assumed lives of 
assets now in existence could be made now without introducing serious com- 
plications into the working of the depreciation fund and the revised lives 
should, it is thought, be applied only to new assets, including of course those 
in replacement of assets now existing. 

7, It may be pointed out in this connexion that although the inade- 
quacy of the asstirned lives of assets may have the effect of throwing for a 
time an unduly heavy burden in the shape of depreciation contribution on 
the working expenses of the department, eventually when any particular 
asset has lasted its prescribed period and therefore ceases to contribute to the 
depreciation fund* the department enjoys a compensating relief until the asset 
comes to the end of its true life and has to be replaced. This is illustrated by 
the decrease of nearly Es. 5 lakhs that will be noticed in the amount of con- 
tribution on account of iron wire that occurred in the year 1926-27, A 
similar decrease of even greater amount will occur in the year 1930-31 in respect 
of the contribution for posts and copper wire. (See in this connexion para- 
graph 2 of this note.) These fluctuations in the amount of contribution, 
however, have a disturbing effect upon the working expenses of the depart- 
ment and so tend to defeat the main object of a depreciation fund. The 
lengthening of the annual lives as suggested in paragraph 6 of this note would 
to some extent at least remove this defect. 
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Statement comparing the Annual Contributions to the Depreciation 


Class of asset. 

Present 

assigned 

life. 

1926-26. 

1926-27. 

Contri- 

bution. 

Renewals 

and 

Replace- 

ments. 

Oontri- 

bxition. 

Renewals 

and 

Replace- 

ments. 


Years. 

Rs. 

Rs. 

Rs. 

Rs. 

Buildings 

75 

56,921 

1,52,985 

1,02,521 

72,213 

Lines and wires — 






Posts 

30 

; 9.39,189 

1,47,714 

11,42,580 

2,33,164 

1 1 on wire ( t elegrapbs) 

21 

8,94,560 

1,63,126 

3,13,028 

1,97,277 

Iroi i i re (1 elepLones ) 

101. 

08,545 

3,747 

1,01,867 

10,369 

Copper \’i ii e 

27 

4,13,039 

1,10,520 

5,06,355 

fio.oas 

Total lines, \\ixe 

'• 

23,45,339 

4,23,107 

20,63,830 

5,00,813 

Apparatus and plant — 






-U ciimiiiatois 

8 

1, {>0.748 

1,829 

1,12.316 

20,194 

Manual c\clianges 

12 

32,056 

3,21,853 

57,520 

— 1,504 ■ 

Automatic exciianges 

20 

65,286 

3,842 

87,047 

507 

^nbseril)ers’ affording 

8 

1,26,245 

10,752 

1,33,753 

66 






566 

Masts and aerial 


12,863 

* . 

15,265 

524 

Otiier items 

12 to 20 

2,13,632 

38,124 

^ 2,28,287 

1,11,704 

l-otal apparatus and plant. , 

- 

; 3,70,830 

3,76,400 

6,34,178 

1,41,057 

Electric installations . , 

« * 

22,255 

4,434 

36,344 

6.60fi 

(‘allies 

12 to 24 

35,027 

68,372 

46,928 

74,820 
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Fund with the annual expenditure on Renewals and Replacements. 


1927-28- 

1928-29. 


Total for 4 years 1925-26 
to 1928-29. 

Contri- 

bution. 

Renewals 

and 

Replace- 

ments. 

Contri- 

bution. 

Renewals 

and 

Replace- 

ments. 

1929-30 

(Esti- 

mates). 

Contri- 

bution. 

Renewals 

and 

Replace- 

ments. 

Bs. 

Rs, 

Rs. 

Rs. 


Rs. 

Rs. 

1,25,698 

72,834 

1,22,726 

21,021 

•• 

4,07,866 

3,19,053 

11,87,509 

1,93,346 

11,93,567 

2,74,798 


44,62,845 

8,49,022 

3,45,807 

1,64,856 

3,59,693 

3,91,237 

. . 

19,13,091 

9,19,496 

ij 4,215 

6,783 

1,18,009 

—903 

. . 

4,32,636 

19,996 


55,128 

5,49,017 

1,14,853 

•• 

20,08,176 

3,49,504 

21,87,296 

4,20,113 

22,20,286 

7,82,985 


88,16,751 

21,38,018 

1,21,110 

82,763 

1,25,195 

36,337 


4,59,369 

1,50,123 

05,948 

9,857 

72,203 

471 

. . 

2,47,727 

3,80,677 

90,260 : 

— 1,077 

89,389 

5,214 

. . 

3,31,972 

8.486 

1^39,170 

14,418 

1,4 i ,4*^:0 

—17,893 


5,46,620 

7,609 

15,388 


15,174 

3,836 i 

. . 

58,680 

4,360 

2,61,961 

1,26,577 

2,65,909 

20,035 

- 

9,69,789 

2,98,440 

6,93,833 

2.32,538 

7,15,316 

48,000 


26,14,157 

7,97,995 

84,354 

12,169 

91,067 

10.070 


2,31,020 

42,185 

33.029 

70,303 

58,83rs 

—17,958 


1,94,417 

1,95,537 

1 
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AnNEXURB II TO THB FROCBBBIXGS OF THF SECOND IMBETINO 

With, the object of saving the time of the Committee and obviating a good 
deal of repetition in connection with the enquiry regarding the Appropriation 
Accounts of the Indian Pests and Telegraphs Department the toilowing remarks 
of a general character are submitted for the Committee's consideration. It is 
admitted that the results of the year 1927-28 indicate serious defects in budget- 
ting and in control over expenditure and efforts have been and are being made 
to eradicate the defects so ar as psossible. The task of preparing the budget 
and revised estimates for the year under review however was rendered excep- 
tionally difficult owing to a number of special and almormal causes of which the 
following were the more important 

(1) The whole scheme of classification of receipts and expenditure of the 

Indian Posts and Tele graphs Department was revised with effect 
from the year 1925-26 with the reconstitution of the accounts on 
commercial lines and in consequence complete actuals for only 
one year (1925-26) were available under the new heads at the 
t^*me of preparing the budget estimates. Even these actuals 
were to some extent vitiated by numerous misclassifications. As 
biidgetting must necessarily depend largely upon p^ st actuals the 
Department was severely handicapped in this respect. The pre- 
paration of the revised estimates for the year 1927-28 also was 
hampered though to a less degree by the same cause. 

(2) During both the years 1926-27 and 1927-28 numerous improvements 

in the scales of pay and allowances and other concessions were 
sanctioned for various classes throughout the Department ; the 
problem of estimating the financial effect of some of these mea- 
sures was extremely difficult as the extent of the benefit in any 
particular case could only be ascertained from an examination 
into the details of the past service of the individual affected. 
Most of the first claims submitted in accordance with these sanc- 
tions had to be pre-audited and a large number of appeals were 
preferred against the Audit decisions in particular cases ; conse- 
quently, the final settlement of the claims was spread over a con- 
siderable period and a large number of appeals were preferred 
against the audit decisions in particular cases. 

(3) The budget for the year 1927-28 was the first to be prepared and 

submitted wholly by the Director-Generars office in which a 
separate budget section was formed for the purpose in October^ 
1926. Owing to inexperience of the amount of routine work 
connected with the preparation and submission of a budget 
estimate this section was at first inadequately manned and had 
in consequence to work under extreme pressure, to the detriment 
of the actual budgetting, 

2. In passing Judgment upon the excesses and lapses that form such a 
regrettable feature of the accounts now under consideration, it is hoped that 
these difficulties will not be overlooked. 
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5. If tlie expenditure for the year is compared on broad lines with the sanc- 
tioned grants, it will be found that on the whole there was a distmct improve- 
ment in the results of 1927-28 over those of 1926-27. 



1926-27, 

3 927-28. 

_ _ 


Total of 
sanctioned 
giants. 

Actual 

expen- 

diture. 

Excess -h 
Lapse — 

Total of 
sanctioned 
grants 

t .. . - 

Actual 

expen- 

diture. 

' Excess +- 
Lapse — 

i 


Rs. 

Rfe. 

Rs. 



Rs. 

F oted. 







Omnt No. 23 (Reve- 
nue). 

10,29,48 

10,00,88 

—28,60 

10,54,17 

10,62,26 

+ 8,09 

Grant No. 87 (Capi- 
tal). 

60,89 

34,25 

—26,64 

09,90 

49,34 

—10,56 

Non- Voted. 







Grant No. 23 

72,69 

64,60 

—8,09 

70,83 

67,04 

—3,19 

Grant No. 87 

8 

4 


20 

19 


Voted and Non-Voted 
combinpd. 







Crrant No. 23 

11,02,17 

10,65,48 

—36,69 

11,25,00 

31,29,90 

-4,90 

Grant No. 87 

60,97 

34,29 

—26,68 

60,10 

49,53 i 

—10,57 


The sanctioned grants shown above include supplementary grants voted by the 
Assembly or sanctioned by the Finance Department. It may be pointed out 
that the large supplementary grant sanctioned by the Assembly in 1927-28 
was necessitated almost entirely by the arbitrary lump outs which the Finance 
Department, guided no doubt by past experience of heavy lapses in this depart- 
ment, made after the estimates had been submitted by the Director-GeneraL 
The results as exhibited above indicate that the tendency to overestimate 
requirements received a definite check in 1927-28 and it 3B hoped that the 
continuous attention that is now being devoted to the improvement of the 
arrangements for budgetting and controlling expenditure in the Posts and 
Telegraphs Department will be reflected in the closer agreement between budget 
grants and actuals in the future. 
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Proceedings of the third meeting of the Fnlblie Accounts 
Committee held on Tuesday, the 13th August 19295 at 11 

a.m. 

Present : 

(1) The Hon’ble Sir George Schuster . . Ghairfuan . 

(2) Mr. T. A. K. Shervani . . . . . . 

(3) Mr. B. Das ... ^ 

(4) Mr. S. C. Mitba . . 

(5) Kumar Gangananjd Sinha . . • • i 

(6) Maiilvi Abdul Matin Chaudhury . . yMemhers , 

(7) Mr. K. G. ISFeog-y 

(8) Maulvi Mohammad Yakub . . . . .. 

(9) Mr. K. C. Roy 

(10) Lieutenant-Colonel H, A. J. Gidjstey 

(11) Sir Frederic Gauntlett, Auditor General 

(12) The Hon’ble Mr. E. BurdoNj Financial Secretaiy 

(13) Mr. Jagat Prasad, Accoiiiiiant General, Posts 

and Telegraphs. 

(14) Mr. T. Ryan, Secretary, Industries and Labour 

Department. ^ Were also present. 

/15) Mr. J, R. T. Booth, Joint Secretary, Industries 

and Labour Department. 

(16) Mr. M. R. Co BURK, Financial Adviser, Posts and 

Telegraphs. 

(17) Mr. B. Nehru, Deputy Auditor General .. J 

P, G. Rogers, Director General, Posts and Witness. 

Telegraphs. 

37, The Connnittee resumed consideration of the Posts and Telegraphs 
Apprcpiiation Accounts and the Accountant GeneraFs report thereon. The 
two memoranda, circulated by the Department on the previous day were 
tirst taken up. 

38, Appendix III, item I. — The Auditor General observed that it was 
incorrect in principle to compare the contribution in any one year with the 
amount actaally spent on renewals and replacements in that year because the 
contribution is intended to meet renewals and replacements at 1he end of their 
effective life. lie also suggested that^ if any changes are to be made in the 
estimated life, such changes should be made not merely in regard to new 
accruals as proposed in the memorandum but also in regard to existing assets. 
It was pointed out that the difficulty in accepting this suggestion was that in 
many cases the actual date when a particular asset came into existence is 
not known. The Chairman observed that they could not go into a discus- 
sion of details as regards the life of particular assets and that it would be in- 
correct to consider the accuracy of the rules regarding depreciation without 
considering at. the same time the accuracy of the other bases of the commercial 
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nettlement. For example, as tlie capital on whicli the Department is now 
paying interest is very much smaller than what it would be if the whole under- 
taking had been commercialised from the very beginning and as it woultl in- 
crease as the old assets were replaced by new ones, he considered that the 
depreciation allowance now being paid, if it was on the high side, w^hich he 
doubted, might be taken as a set-off against the low interest now paid by the 
Department. He also invited attention to the question raised on tlie previous day 
whether the increase of expenditure due to the new rates of pay and allowances 
recently introduced will be more than offset by the normal growth of revenue. 
He therefore suggested that the Committee might content itself with recording 
an observation that the question of the contribution to the depreciation fund 
should be carefully watched, that an accurate attempt should be made to 
estimate the life of each asset and chat a careful report should be placed before 
the Committee every year with a statement from the Auditor Greneral that he 
h^is satisfied himself that nothing substantially uncommercial is being done 
viewing the position as a whole. Some of the members were not inclined to 
accept the continuance of the high rate of contribution to the depreciation 
fund. One of the members raised the question wdiether it was right to charge 
interest on the capital assets existing on the 1st -April 1925 and whether they * 
should not be treated as a present from the general taxpayer to the Depart- 
ment. It was pointed out to him that when once the principle of commer- 
cialisation has been accepted, the charge for interest on capital assets follows 
automatically. It was also pointed out that Sir Arthur Dickinson had recom- 
mended changes in the rules goveniing allocation and that if Government ac- 
cepted his recommendations there would have to be substantia] dianges in the 
rates for depreciation. The Chairman pointed out the dangei's in the situation 
which are the necessary consequences of the terms on which the Posts and 
Telegraphs undertaldngs were taken over l)y the De})artment and called parti- 
cular attention to the feature that the provision for depredation on certain 
assets was automatically cut oufc altogether, whim the assumed life of aii asset 
was completed although that asset might continue iu use. This feature in the 
present system directed attention to a particularly serious danger in the situa- 
tion. Reference had been made in the course of discussion to the possibility 
of the depreciation provision being too bigh. But he thought that the reverse 
was probably the case. To illustrate the meaning he asked the Committee 
to consider the following possible example of the sort of thing which might 
happen under the present system. Suppose a particular telegraph line which 
had cost Rs. 1,00,000 and was regarded as having a 26 years’ life had been 
in existence for 20 years when taken over. Roughly speaking it would then 
have been depreciated to the extent of 4/6 of its value and would be taken over 
at Rs. 20,000, The department -would then pay interest at, say, 5 per cent., 
i,e,y Rs. 1,000 and depreciation at 4 per cent, (on a basis of a 25 years' life) 
on the original value, say, Rs. 4,000, i.e., total deduction Rs. 5,000 per annum* 
At the end of a further 5 years there would be Rs. 20,000 in the depreciation 
fund. If it was then found that the Ime was serviceable its use woiild con- 
tinue, but no further allocation for depreciation would he made under the present 
system. The department wo-dld therefore only continue paying Rs. 1,000 in 
interest. At the end of another 5 years, say, the line might have to be replaced 
at an enhanced cost of, say, Rs. 1,50,000. The charges would then s -ddenly 
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Jump up to Rs. 7,500 interest and Rs. 6,000 depreciation so that instead of 
paying Rs. 1,000 per annum there would he a sudden increase to Rs. 13,500. 
This sort of process if multiplied in regard to many items would completely 
upset the commercial position, and if, in the meanwhile, reduction in rates 
had been introduced, there might be serious diJB&culties. In his opinion the 
situation should be examined as a whole and the Committee had not sufficient 
information at present to deal with the question. The Chairman therefore 
threw out a suggestion that a committee of the Legislative Assembly might 
be set up to consider the financial results of the various orders which had been 
passed so as to enable the Department to work on a commercial basis, and to 
advise whether any changes should now be made. The Department would 
have to prepare a memorandum on which the Committee would work and 
tliis memorandum might deal with the matters mentioned in the proceedings 
of the second meeting as well as the matters referred to above. He said that 
before thr (hmmittee makes a final recommendation of the sort, he would lilfe 
to consult the Hoii'ble Member in charge of the Industries and Labour Depart- 
ment. 

?/,K Paragraph JS (a) of the Avdiior General's letter and paragraph o7 of 
the Accof^ntant General's Pejooii. — The Chairman referred to the general memo- 
rauduiii circulated by the Department dealing with the difficulties of budgeting 
which tliev had in this particular year and he hoped that future years vroiild 
sliou" b.!.dter results. The Auditor General questioned why the supplementary 
grant of Rs. 20,11,000 obtained from the Assembly in March 1928 was so 
inadequate. The Financial Adviser explained that the supplementary grant 
was based on nine months’ actuals and in calculating the amount required 
for the remainder of the 3 ?'ear they had to make certain assumptions regarding 
the effect of the revision of pay and allowances which were not Justified by 
results. 

40. Paragraph 19 of the Auditor General's letter and paragraph o8 of the 
Aecovntant General's Report — The Committee accepted the suggestion of the 
Auditor General that the amount of the supplementary grant, like that of the 
original grant, should be distributed between the various vsub-heads and d'^mand 
iiiiibs. 

41. Paragraph 20 of the Auditor General's litter and paragraph o9 of the 
Accountant Ge7i€ral's Report— The Auditor General stated that this raised the 
important point whether reappropriations should be made in the cours^^ of 
the year when the necessity for expenditure is foreseen or whether only lump 
reappropriations should be made at the end of the 3 "ear. He explained that, if 
the former course Were adopted, it would enable the account officers to help the 
departmental officers in watching the progress of expenditure, whereas, if the 
lattes^ course were adopted, the account officers would be able to give no help 
whatever. The Committee agreed that, in order to enable the departmental 
officers to w^aich the progress of exjrenditure, it was necessary that reappro- 
priations should be sanctioned when the necessity for additional expenditure 
was found. 

42. Paragraph 25 of the Auditor General's letter and paragraph 66 of the 
Accountant General's Report, — The Committee hoped that as the difficulties 
of budgeting pointed out in the memorandum had now disappeared, better 
results would I'e shown in future. 
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43. Paragrafh 27 of ^he x4.uditor GeneraVs letter and paragraph 69 of the 
Accountant GenemVs Report. — The Director General pointed out that the 
printing of the manual was foreseen and that a sum of Rs. 80,000 was pro- 
vided on this account, but the excess was due to additional stationery, etc.,, 
supplied to the Department and that they had to dejoend entirel}' on the Con- 
troller for estimates under this head. He also pointed out that since the 
transfer of the Controller's ofBce to Delhi there was closer co-operation 
between the two and that this \voukl lead to better budgeting in future. 

44. Paragraph 33 (b) of the Avditor GenemV,^ letter and p)Ciragraph 80 of the 
Accountant GeneraVs R(port. — The Financial Adviser explained that the per- 
centage being revised every year in consultation with the Accountant 
General and that the results have since iniprovecl. 

45. Paragraph 34 of the Auditor General' Icfiir and 2 >ara(jrapk 85 of the 
Accountant General's Report . — The Director General mentioned that the Gov- 
ernment of India have addressed the India Office with regard to the comments 
of the Auditor General and have drawm the attention of the Direct or-in-Chief 
to them. 

46. Paragraph 44 of the Audilcn General's letter and appe}idir JV to the 
Accountaui GeneraVs Report — A memorandum*'^ on the subject explaining the 
whole position was circulated to the members of the Committee. The 
Auditor General said that, if he had been consulted before about this case,, 
it would not have been inchided in the repojt. He explained that a new 
station was built at Luckno^v on a great scale of elaboration and what the Posts 
and Telegraphs Department was now' being asked to pay is the rental for a 
room in the new'- station for its railway mail service, wffiich is based on the 
capital cost of building the station. It was also explained that the Railway 
Mail Service must be housed in the station. The Committee agreed that if 
this sort of case were to occur on a large s ale some remedial measures would 
be necessary. 

47. Paraqiaph 14 of the Accountant General's report . — On being questioned 
by one of the members wb ether ^he rates for foreign telegrams could not be 
increased seeing that the branch was being rim at a loss, the Director General 
explained that the rates for foreign messages were fixed by an international 
agreement and also from a commercial point of view in oider to attract traffic. 

48. Mr. Roy raised the point that some of the trimk telephone lines 
competed unduly with the telegraph lines. The Chairman suggested that in 
view of the increasing competition between telephones and telegraphs the 
Committee should suggest that a revision of the relative rates of the two might 
be undertaken with a view to securing the maximum of economic results. 

At this stage the Committee adjourned till 2-30 n.M. 


* Not printed. 
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Proceedings of the fourth meeting of the Public Accounts 
Committee held on Tuesday, the 13th August 1929, 
at 2-30 p.m. 


Present : 


(1) The Hon’ble Sir George ScnrsTEE 

(2) INlr. T. A. K. Shervaki 

(3) Mr. B. Das 

<4) Mr. S. 0. Mitra 

(5) Kuirar Ganganand Sinha . . 

(6) Maulvi Abdul Matin Chaudhury 

(7) Mr. K. C. Neoqy 

(8) Maulvi Mohammad Yakub 

(9) Mr. K. 0. Roy 

(10) Lieuteuant -Colonel H. A. J. Gidney 


Chairman. 


>Members. 


j 


(11) Sir Frederic Gauntlett, Auditor General 

(12) Tlie Hon’ble Mr. E. Burdon, Financial Secretary 

(13) Mr. J. E. C. Jukes, Controller of Civil Accounts . 

(14) Mr. O. A. Travers, Accountant General, Central 


Revenues. 

(15) Mr. A. 0. Badenooh, Director of Commercial Audit 

(16) Mr. T. K. Rajagopalan, Officer on Special Duty, 

Finance Department. 

,(17) Mr. P. M. Rau, Audit Officer, Indian Stores De- 


>Were also present. 


partment. 

(18) 3Mr. B. Nehru, Deputy Auditor General 


Mr. A. H. Lloyd, Member, Central Board of Witness. 

Revenue. 

48. The Committee took up the consideration of the Appropriation Accounts 
relating to the Central Board of Revenue together with the relevant paragraphs 
of the Appropriation Report of the Accountant General, Central Revenues and 
of the Auditor General’s letter in that coimection. 

49. Appendix III. item 6 . — ^Mr. Lloyd said that the subject might be divid- 
ed into the two parts, first, the improvement of the immediate check upon 
appraisements at the time when bills of entry covering the goods are being put 
through and second, other checks which might be regarded as audit checks. 
As r^ards the first part, the Committee was informed that with effect from 
Ist April 1929 a large number of superior officers described as Principal 
Appraisers have been appointed at Calcutta and Bombay to ensure that 
every appraisement is scrutinised by a superior officer immediately after 
the original appraisement, and the results of the experiment were being 
watched before introducing the scheme in other ports. He ooRsidered 
the second part of the scheme as less urgent and said that the report of tire 
officer on special duty in the Finance Department was now under the consider- 
ation of that Department. Mr, Burden mentioned that he had not satisfied 
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himself on the merits of the scheme or its necessity, that he proposed to discuss 
the cj iiestioii with Mr. Rajagopalan as soon as possible and proposals would very 
probably be placed before the Standing Finance Committee in the cold weather 
with the prospect of the scheme being introduced with eJSect from next financial 
year if the Standing Finance Com m ittee approved of the scheme on its merits 
and also if funds could be provided in the next year’s budget. Mr. Rajagopalan 
explained that the recurring expenditure of his scheme, which included not 
tu)!v ensloms but also the other Departments under the Central Board of 
Revenue. Avas estimated at about Rs. lakhs per annum. The Auditor General 

explained that the main difference between the present S5^stem and the proposed 
system was that whereas under the present system audit is conducted by one 
officer who tours thioiighoxit India, imder the proposed system a small number 
of people would be working directly and j^ermsmently in some of the more impo’ t- 
ant®( Histoms Houses and that an experiment of the new system was introduced 
in Calcutta in 1925, the main advantage of the new system being that it enabled 
the officer to pick up points in which it was still possible to obtain money for 
goods which had been under-valued or under-assessed, wherea-s under 
the old system all that could be done was to obtain the orders of the 
superior authority as to the correct method of valuation in the future. The 
Chairman desired to know whether the experiment at Calcutta paid for itself. 
The Auditor General explained* that the experiment at Calcutta practically 
paid for itself in the first year and that no statistics have been collected for 
later years. He promised to furnish the figures for the first year. He also 
emphasised that the value of audit can never be determined merely by the 
actual recoveries effected but by the deterrent effect upon the people through 
whom the money must come. The Chairman suggested and the Committee ' 
agreed that it is, as a matter of principle, desirable that the most effective form 
of audit should be applied, but that the cost must be taken into account and 
in this particular ease the Committee was prepared to give the Finance Depart- 
ment an opportunity to study the details more thoroughly before making a 
final recommendation. It also desired that an early decision should be arrived 
at by the Finance Department, 

50. Appendix lU, item 9. — The Chairman explained that a full list of 
necessary amendments to the Sea Customs Act had now been fully settled 
and that the question of what form of legislation should be introduced and when, 
would be settled in the course of the following week. 

Grant 73 — Refunds, 

51. Paragraph 25 of the Accountant General, Central R&oenues^ Report and 
page 439 of tJw Appropriation Accounts, — Mr. Lloyd explained that the excesses 
in th<^e cases were mainly due to unforeseen causes, such as Judgment oi the 
High Court, etc. He, however, promised to draw the attention of the Com- 
missioners of Income-Tax to the fact that they must not be misled into thinking 
that because payment in the case of refunds has to he made regardless of budget 
considerations, there is any less urgent need to obtain additional appropria- 
tions as soon as the necessity is foreseen. In this connection, ihe Auditor 
General called attention to severatl c^ses in which the Fmanoe Department 
refused to sanction additional allotments in March. Mr. Burdon explained that 


Ttis was doi3ie at tib,e next meeting. 
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16th January was the latest date by which proposals for le-appropriatioiis atici 
supplementary grants should normally reach the Finance Department but that 
in special cases proposals are accepted up to the 10th March and in very excep- 
tional cases up to the 20th March, after which no such proposals are taken 
consideration. He said that it was essential to prescribe a date in order to pre- 
vent a flood of applications on the 31st March. The Committee desired that 
the Finance Department should consider whether in the case of non-voted 
refunds which are inevitable items of expenditure, re-appropriations and addi- 
tional appropriations may not be sanctioned till the 31st March, 

Grant 16 — Customs » 

52. Mr. Das raised certain questions about the Viramgam Customs line 
and the position was explained to him by the Chairman, 

53. Paragraph 25 (a) of the Auditor General's letter and page 46 of the Apf}ra- 
priation Accounts. — The position was explained by Mr. Burdon as follows : 
Under the arrangement in force at present, when a new item of expenditure is 
sanctioned and it is not possible to meet itby re-ap 2 >ropriation, funds to cover 
it are sanctioned from the small single reserve at the disposal ot the Finance 
Department and a supplementary grant is obtained irom the Lv^gislative. 
Assembly later on. There are thus two grants to cover one item of expenditure 
and one of them has to be surrendered. Hitherto the grant given by the* 
Legislative Assembly was surrendered but he was now inclined to think that the 
procedure should be the reverse and that the correct procedure would be to sur- 
render the appropriation from the reserve. He stated that that procedure 'wouM 
be followed in future. As regards the question whether the reserve serves any 
purpose, it was explained that the real object of having a reserve is that, if 
there is no reserve and in any individual case the expenditure cannot be met by 
re-appropriation, a supplementary grant obtained for meeting that expenditure 
will cause an excess over the total budget provision for expenditure during 
the year, whereas if, in similar circumstances, there is a reserve, that result: 
need not ensue and on that ground it was desirable to have a reserve. 
agreed to refer the matter to the Auditor General for any further comments. 

54. Paragraph 25 {b) of the Auditor General's letter and page 48 of the 
Appropriation Accounts, — The Auditor General explained that in a great 
many cases he has called attention to cases of over-budgeting so that executive 
authorities may notice this point and take action to reduce the budget pro- 
vision in future under those heads and that it was not necessary for the 
Committee to go into each and every such item. Mr. Burdon explained that 
as regards the provision for pay of establishments, instructions were issued 
by the Finance Department in September 1928 to Accounts Oifficers to propose 
lump cuts under this head with reference to the previous actuals and that 
when two or three years’ results are available, it should he possible to arrive 
at a lump cut which would approximate very closely to the results. 

Grant 18 — Salt. 

55* The Auditor General called attention to the very large mviingaiite 
ite grant for the Uforthem India ^It Eevenue Depautm^t^ ? Wta. Hupd 

fcist there was* a progres^e improvmient in ammaey dl 
and he expected the 1928-29 results to show a farther imprcrvement ; 
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that in a manufacturing Department like this it was extremely difficult to 
frame an accurate budget^ as expenditure must automatically depend on the 
output which itself depended on a number of factors* He, however, recog- 
nised that there has been some over-budgeting and said that he was constantly 
trying to bring it down. 

66. Paragraph 27 (e) of the Auditor GeneraVs letter and page 62 of Account’* 
ant General, Central Revenues^ Report , — The Chairman said that subsequent 
experience has proved that the stock was unduly low and that every possible 
effort was being made to increase it. He also referred to the fact that nearly 
ten lakhs of maiinds of salt were washed away by the floods this year. 

57. Paragraph 27 {/) of the Auditor GeneraVs letter and page 62 of the 
Accountant General, Centra' Revenues^ Report . — Lloyd explained that 
salt was made in two different ways — (1) rock salt taken from the ground, 
as to Khewra, etc., and (2) by evaporation. In the first case, payment is 
made by weighment ; in the latter case salt is taken in truck loads of known 
capacity, levelled off at the top and that is regarded as a sufficiently accurate 
approximation to the actual weight. As a justification for this practice he 
pointed out the disproportionate cost which would be involved if salt was to 
be weighed in as well as out in these cases. The cost of the manufacture 
of salt is only one or two annas per maund and the cost of weighment works 
out to about 4 pies a maund. 

The Committee adjourned at this stage to 11 a.m. on Wednesday, the 
14th August 1929. 




D 
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Proceedings o! the fifth meeting of the Public Accounts Committee held on 
Wednesday, the 14th August 1929, at 11 a.m. 

Present : 

(1) The Hon'ble Sir George Schuster. Chairman, 

(2) Mr. T. A. K. Shebvani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha, 

(6) Maulvi Abbul Matin Chaubhury 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. 0. Roy. 

(10) Sir Frederic Gauntlett, Auditor General. 

(11) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(12) Mr, J. E. C. Jukes, Controller of Civil Accounts. 

(13) Mr. O. A. Travers, Accountant General, Central 

Revenues. 

(14) Mr. A. C. Badenoch, Director of Commercial Audit. J^-Were also present, 

(15) Mr. T. K. Rajagopalan, Officer on Special Duty, 

Finance Department. 

(16) Mr. P. M. Rapt, Audit Officer, Indian Stores De- 

partment. 

(17) Mr. B. Nehru, Deputy Auditor General. 

Mr. A. H. Lloyb, Member, Central Board of Revenue. 

58. The Comlxiittee resumed the discussion of the Appropriation Accounts 
relating to the Central Board of Revenue. 

Grant 18 — Salt. 

59. Paragraph 27 {1) of the Auditor GeneraVs letter and page 74 of the Appre^ 
priation Accounts, paragraph 1.— Mr. Lloyd admitted that there has been over- 
hudgeting and said that the Central Board of Revenue is oonstantiiy cemmwid- 
eating with heads of Departments on this point and impressing on them the 
necessity of budgeting more closely. The Auditor General explained that such 
cases were brought to notice by audit in order that the persons responsible for 
checking the estimates at headquarters may make a cut under the particular 
heads. 

60. Paragraph 27 {m) of the Auditor GeneraVs letter and page 74 of the Appro^ 
priation Accounts, paragraph 2. — ^Mr. Lloyd explained that the re-appropriations 
were sanctioned to meet the cost of the Viramgam Customs establishment but 
the head of the Department did not scrutinise as the work proceeded whether 
the re-appropriations were in fact necessary. The case was a special one for the 
circumstances were exceptional. 


yMemhers. 
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61. Pamgmjph 27 (n) of the Auditor OeneraVs l^ter and pages 75 and 76 of the 
Appropriation Accounts. — The Chairman explained that the policy of Govern- 
ment is not to make a profit but to sell the salt at cost price. Hierefore, if the 
Committee wished to check the efficiency of the department they should scruti- 
nise rather costs than profits. It was also explained that in view of the losses 
incurred in the last 3 years prices have recently been raised and that these prices 
have been fixed not directly with reference to the cost of production in a parti- 
cular source but so as to arrive at a cost of production at each source which 
shall enable markets which can most conveniently be supplied therefrom to be 
so supplied and yet keep the average sale price throughout the Department 
equal to the average cost of production. The Committee then discussed 
various items in the cost sheet of salt on pages 68 and 69 of the Appropriation 
Accounts and the Sambhar Development and Khewra electrification schemes. 
The Committee agreed to insert a passage in the report to the effect that an 
exalnination of the accounts for 1927-28 reinforces the recommendation made 
by the Committee in j)aragraph 18 of their report last year and that the Com- 
mittee reserves further recommendations until it has had an opportunity of 
considering and examining a special full report on the commercial results which 
is to be placed before the Committee next year. It was also agreed to leave the 
form of this special report to be settled by the Director of Commercial Audit in 
consultation with the Central Board of Revenue. Mr. Das suggested that the 
discussions in the Committee during the last few years on this subject should be 
forvrarded to the Tariff Board and this was agreed to by Mr. Lloyd. The 
question of introducing commercial system of accounts in Government salt 
producing sources in the provinces was then discussed and Mr. Lloyd promised 
to undertake an examination of the question. The Committee desired to record 
that the commercial system should be introduced in all other Government salt 
producing undertakings. 

Grant 19 — Opium. 

62. Paragraph 28 (d) of the Auditor OeneraVs letter and page 81 of the Appro^ 
priation Accounts^ note 2. — ^Mr. Lloyd explained that this was neither a new 
service nor a new instrument of service but only a replacement. The Auditor 
General suggested that in the circumstances it need not be treated as a new 
service ” and that the Committee need not go into further details* The Com- 
mittee agreed. 

The Committee adjourned till 11 a.m., on Thursday, the 15lh August 1929* 
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Proceedings of the sixth meeting of the Public Accounts 
Committee held on Thursda37, the 15th August 1929, at 
11 a.m. 


Pbeseot ■ 


(1) The Hon’ble Sir George Schuster. 


Chairman. 


(2) Mr. T. A. K. Sheevani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Gangakand Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) Mr. K. 0. Neogy. ^ 

(8) Matilvi Mohammad Yakub. * 

(9) Mr. K. C. Roy. 

(10) Sir Frederic Gauntlett, Auditor General. 

(11) The Hon’ble Mr. E. Bdrdon, Financial Secretary. 

(12) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(13) Mr. O. A. Travers, Accountant General, Central 

Revenues. 

(14) Mr. T. K. Rajagopalan, Officer on Special Duty, 

Finance Department. 

(15) Mr. P. M. Rau, Audit Officer, Indian Stores Depart- 

ment. 

(16) Mr. B, Nehru, Deputy Auditor General. 


yMenr^ers. 


(_Were also 
I present. 


Mr. T. Ryan, Secretary, Industries and Labour 
Department. 

Lieutenant-Colonel F. C. Shblmeedine, Director, 
Civil Aviation. 

Lieutenant-Colonel K. M. Kirkhope, Chief Controller 
of Stores. 

Rai Bahadur J. P. Gangum, Under Secretary, Indus- 
tries and Labour Department. 

Mr. R. R. Reaks, Assistant Chief Controller of Stores, 
Indian Stores Department. 


63. The Committee took up the consideration of the Appropriation 
Accounts relating to the Department of Industries and Labour. 


Grant 60 — ^Aviation. 

64. Paragraph 19 of the Home Avditor’s Report on the accounts of iSte 
Seciretary of 8tate. — ^As regards the payment of £56,000 in 1927 -28, Mr. Burdon 
explained that the work was in essence a contribution work, where, under 
our own procedure, prepayment by the party on whose behalf the woric is 
constructed is normally necessary. As regards the acooimting point, the 



Auditor General said that he has written to the Home Auditor stating that 
a departure from principle was made merely to meet practical difficulties 
that were apprehended. 

Grant 47 — Mrteorolooy. 

65. Paragraph 43 of the Auditor GeneraVs letter ,— Committee was 
informed that a lump provision was made in the budget for all expenditure 
including Works in connection with the transfer of the "headquarters of the 
Department to Poona. 

Mr. Das then pointed out that the expenditure on this subject was 
growing in spite of the recommendations of the Inchcape Committee to abolish 
the Department altogether and enquired whether the Military Department 
was hearing any portion of the expenditure for services rendered to the Rojral 
Ai:j Force. As regards the first point, the Chairman said that although as 
responsible for the finances of the country at present he must search every 
where for possible economies, he thought it would be a very regrettable thing 
if India were to fall behind the rest of the world in its scientific services of this 
kind. He also pointed out that the need for a meteorological service in 
connection with aviation had developed considerably since the time of Lord 
Inchcape’s report. As regards the second point, he desired to have a report 
next year analysing the services which were rendered by the Department 
to the Royal Air Force and the reciprocal services rendered by latter in the 
study of meteorology, new routes for Civil Aviation or otherwise. The report 
should mention specifically those activities which the Department would 
not have undertaken but for the Royal Air Force. The Chairman deprecated 
any attempt at meticulous accuracy as regards claims and counter claims 
during the present experimental period. 

Grant 66 — Indian Stores Department. 

66. Colonel Kirkhope explained in detail why his Department was not 
self-supporting at present and said that it was not likely to be self-supporting 
until ht^ got more orders from the Army and Railway Departments. He 
regarded the latter as holding the key to the situation and asserted that 
unless all Railway orders were passed through his Department, it could not 
pay its way. He also explained in detail what is being done by the Depart- 
ment in the matter of assistance to and encouragement of Indian industries. 

The ('Committee then adiourned for lunch till 2-30 p.m. 
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Proceedings of the seventh meeting of the Public Accounts 
Committee held on Thursday, the 15th August 1929, 
at 2-30 p»m« 

Present : 

(1) The Hon'ble Sir George Schuster. Chairman. 

(2) Mr. T. A, K. Sheevani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(6) Kumar Ganganand Sinha. 

(6) MauM Asuuii Matin Chaubhuby. > Members , 

(7) Mr. K. 0. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr, K. C. Roy. 

(10) Lieutemnt-Coionei H. A. J. Gibney. 

(11) Sir Feeberic Gauntlett. 

(12) The Hon’ble Mr. E. Burbon, Financial Secretary. 

(13) Mr. J, E. 0. Jukes, Controller of Civil Accounts. 

(14) Mr. O. A. Travers, Accountant General, Central 

Revenues. 

(16) Mr. T. K. Rajagopalan, Officer on Special Duty, ^ Were also pre- 
Finance Department. sent. 

(16) Mr. P. M. Rau, Audit Officer, Indian Stores De- 

partment. 

(17) Mr. B. Kehru, Deputy Auditor General. 

Lieutenant-Colonel E. M. Kirkhope, Chief Control-'^ 
ler of Stores, Indian Stores Department. 

Rai Bahadur J. P. GANGUiii, Under Secretary, 

Department of Industries and Labour. 

Mr. R. R. Rears, Assistant Chief Controller of 

Stores, Indian Stores Department. Y Witnesses. 

Mr. Tin Tut, Deputy Secretary, Department of 
Industries and Labour. 

Mr. E. V. Gregory, Assistant Controller of Sta- 
tionery and Printing. ^ 

67. The Comniittee resumed consideration of the Appropriation Accounts 
relating to the Department of Industries and Labour. 

68. As regards Indianisation, Colonel Kirkhope explained that (1) there 
were now 30 Indian and 33 non-Indian Gazetted officers against 2 Indians and 
14 non-Indians in 1922, (2) there were difficulties in getting Indian applicants 
who had been through a proper workshop training and this limited the possibi- 
lities for filling all the appointments from among Indians, and (3) in order to get 
over this difficulty they were now trying to provide facilities for giving practical 
workshop training to Indians. 

69. Ml'. Das pointed out that the figures of net loss in the working of the 
Department as given in the Administration Report differed considerably from 
the figures in the Appropriation Accounts of the Accountant General, As it was 





found difficult to reconcile tlie two sets of figures, tlie Committee desired to 
record that in future tKe two sets of figures should be prepared on the same or 
at least a reconcilable basis, and that next year a report, prepared in collabora- 
tion with the Audit Officer, should be placed before the Committee reconciling 
the two sets of figures for previous years. 

70. A suggestion was made that the Committee should recommend that 
the Grovernment of India should order the various Departments to place more 
orders with the Indian Stores Department or that a Committee of the Assembly 
should be appointed to consider the future of the Department, The Chairman 
stated that he was in svnipathv with the general intention of the recommend- 
ation, but he suggested, with the approval of the Committee, that consi- 
deration of the exact wording to be adopted should stand over until the time 
came for drafting the report. 

Grant 43 — Geological Survey. 

71. Paragraph 44 of the Auditor GeneraVs letter. — The Committee was 
informed that since 1928-29 the question of lump cuts under individual heads has 
been adopted. 

Grant 59 — Industries. 

72. Paragraph 51 {q) of the Auditor GeneraVs letter —As regards the large 
savings under the head, the Committee was informed that the school was start- 
ed only in 1926 and there were no previous actuals available to guide them. 

Grant 71 — Stationery and Printing. 

73. Paragraph 58 {q) of the Auditor GeneraVs letter. — The Committee was 
informed that orders have since been issued to the Managers of Presses that 
they should not reject the advice of the Pay and Accounts Officer without re- 
ference to higher authorities. 

74. Paragraph 58(h) of the Auditor GeneraVs letter. — ^Mr. Eajagopalan in- 
formed the Committee that the revised rules governing the provision for depre- 
ciation issued in August 1928 will improve matters. 

The Committee adjourned till 2 p.m., on Friday, the 16th August 1929. 
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Proceedings of the eighth meeting of the Public Accounts 
Committee held on Friday » the 16th August at 2 

p,m. 


Present : 


(1) The Hou’Me Sib Georoe Schuster. 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr, S. C. Mitba. 

(5) Kumar Gancanand Sinha. 

(6) Maulvi Abbuu Matin Chaubhury. 

(7) Mr, K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 


Chairman^ 


> Members, 


(10) Sir Frederic Gauntlett, Auditor General. 

(11) The Hon’ble Mb. E. Bubdon, Financial Secretary. 

(12) Mr, J. E. C. Jukes, Controller of Civil Accounts. i 

(13) Mr. O. A. Tbavebs, Accountant General, Central [ 

Revenues. j 

(14) Mr, B. Nehru, Deputy Auditor General. J 


Were also present. 


Mr. A. M. Rouse, Chief Engineer, Delhi. 

Mr, A. Bbebneb, Superintending Engineer, Simla, 
Imperial Circle. 

Mr, T. K, Rajaoofadan, Oiilcer on Special Duty, 
Finance Department. 

Mr. V. Nab AHABi Rau, Under Secretary, Foreign and Y 
Political Department. 

Rai Sahib Ohuni Lae, Foreign and Political Depart- 
ment. 


Witnesses. 


Rai Sahib Rama Nand, Foreign and Political De- 
partment. 


76. The Committee resumed discussion of the Appropriation Accounts 
relating to the Department of Industries and Labour. 


Grants 22 and 86 — Irrigation. 

76. The Auditor General explained that the accounts under these granhs 
were considerably complicated by the decision which was come to to make 
adjustments of the cost of certain canals merely in the administration accotmte 
outside Government accounts whereas the budget contemplated that the 
adjustments would be made in the Government accounts themselves and that 
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the amounts involved being quite large it threw out verj^ considerably the whole 
of the aecotints. A number of large variations were due to this fact. 

77. Paragraph 13 (d) of the Auditor GmeraVs letter, — ^The Accountant 
General. Centra] Revenues, explained that this suspense bead was introduced 
in 1926“27 as the statement of establishment charges paid in England by the 
High Commissioner was received too late by the Accountant General, Punjab, 
to make the adjustments in the accounts of the year. The Auditor General 
promised to look into the matter. 

78. As regards over-budgeting under this head, Mr. Brebner agreed that 
a larger lump cut could be made in future. 

79. Paragraph 5 on page 119 of the Appropriatimi Accounts, — Mr. Brebner 
explained that a portion of the surplus stocks was used up in 1928-29 and 
1930-30 and that they have circulated a list of the remaining surplus to the 
engineers of neighbouring provinces and asked them whether any i:>ortion is 
required by them. 


Grant 69 — Civil Works, 

80. Items 17 and 26 of Appendix II to the Report of the Public Accounts 
Committee for 1927-28, — The Auditor General explained that Fundamental 
Rule 45 ha^ been re-diafted and supplementary rales have been published 
and that all the accounts officers were now at work applying the supplement- 
ary rules to the various rentals that have been charged for some years past 
and trying to determine how much is to be refunded or how much is to be 
recovered. In reply to Mr. Roy, the Chairman said that it would hardly be 
possible to assess the effect of the reductions in the rental of Government houses 
effected under these rules in depreciating the value of non-Government pro- 
perty in Simla. The question was hardly relevant to the task of the Com- 
mittee but, speaking for himself, he could not see how the granting of certain 
concessions to Government officers in respect of Government houses could be 
held to depreciate the value of other houses. 

81. Paragraph 66 (h) of the Auditor G&neraVs letter'. — The Committee dis- 
cussed the recurring loss due to the provision of residences in Simla for the 
members of the Indian L%islature. The Committee agreed with the remark 
in the last sub-paragraph of paragraph 3 on page 367 of the Appropriation 
Accounts that no further rules regarding the principles governing the allot- 
ment of quarters to the members were necessary but, as there was difficulty 
in enforcing these rales, it might be desirable that a Committee of the Legis- 
lature should be appointed to deal with the allotment, etc. 

82. Paragraph 56 (1) of the Auditor GeneraFs letter and pages 372 and^ 373 of 
the Appropriation Accounts, — The Committee was informed that final orders 
were issued by the Government of India in April 1929. Mr. Rajagopalan 
explained that a number of these cases was due to the fact that, in the beginning, 
the accounts organisation for the project was not sufficient and the Cffiief En- 
gineer had not adequate assistance to deal with financial matters and that, as 
they have now got a sufficiently strong accounts organisation, such cases were 
not likely to be numerous in future. 
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83. Paragraph $6 (in) of the Auditor GeneraVs letter and page 370 of the Ap- 
propriation Accounts . — The Comroittee was informed that the case has since 
been disposed of and that the whole incident arose from a misconceptioni 
the executive engineer having reported a number of buildings as rentable 
while they were not really rentable. 

84. Paragraph o6 (ii) of the Auditor GeneraVs letter and pages 373 
and 374 of the Appropriation xiccounts . — The Chief Engineer informed the 
CoToiiiittee that he had gone into the matter thoroughly and placed the whole 
ease before the Government of India whose orders are awaited. 

85. Paragraph 56 (c) of the Auditor GeneraVs letter and pages 351- 
352 of the Appropriation Accounts . — ^As there was not sufficient information 
before the Committee to consider whether any of these are items of '' new 
service ’'.it was agreed that the Auditor General should be requested to furnish 
a memorandimi to the Committee in future years giving a collection of doubt- 
ful cases with full explanation. The Corninittee desired to confine itself this 
year to the specific items mentioned in paragraph 19 of the Auditor General's 
letter. 


Guaot 92. — Delhi Capital Outlay. 

86, Paragraph 79 (e) of the Auditcu' GeneraVs letter and pages 654 airid 855 
of the Appropriatimi AccounU.~Thje Committee was informed that (1) orders 
on the case relating to petrol have been passed, (2) the case relating to kerosene 
oil was still under the consideration of the New Capital Committee, and (3) the 
discrepancy in the case of belting was due merely to misposting. As some of 
the members desired to recommend that such cases of shortage should be 
immediately reported to the police, Mr. Burden explained that the memoran- 
dum recently issued by the Finance Department setting forth the fundamental 
principles regarding disciplinary action to be taken in the case of frauds and 
Josses prescribed the action to be taken in such cases. The Committee there- 
upon agreed that no further action was necessary. 

The Committee noted the serious delay in the cases dealt with in this 
paragraph and in paragraphs 82 — 84 above. 

87. Paragraph 79 (b) of the Auditor GeneraVs letter. — Mr* Rajagopalan 
accepted the Auditor General’s criticism and admitted that he should have 
made a bigger lump cut but for certain special considerations which were explain- 
ed to the Committee. 

88. Paragraph 79 (d) of the Auditor GeneraVs letter and item (c) on page 652 
of the Appropriation Accounts . — The Chief Engineer explained that the figures 
for surplus stores were based on the information furnished by executive engin- 
eers who did not take into account the fact that stores surplus in one division 
can be used in other divisions. The Committee noted the need of coordinating 
the information thus received by the Chief Engineer. 

Gbaht 76— Baluchistax, 

89, Paragraph 19 of the Auditor GeneraVs letter — Rearmament of the Qiietta 
Peshin Police . — Narahari Bau explained that funds were voted by the 
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Assembly in 1926-27 and that tbe stores were actually supplied iu that year 
but owing to some delay tbe debit was raised by tbe Military Departmeut 
following year. Tbe Auditor General was of opinion that an item for wbicb 
money bad been voted by tbe Assembly in a previous year with tbe concurrence 
of tbe Standing Finance Conunittee should not be treated as a new ser’^ce 
merely because tbe expenditure was incurred in another year. The Com- 
mittee agreed with Thi=? view. 


Graxt 69 — Civil Wukk^. 


90. Paragraph 56 (ej of the A)jd)tQr Gei^eraVs letter and page S53, paragraph 
10 of the Appropriation Accounts —The Committee was informed that the 
buildings were handed over free to the Durbar there wa^ nu market for them 
and as the land on which they stood was supplied by the Durbar without rent tor 
ovet a hundred years. 


91. Page 363, paragraph of the Appropriation Accounts. -The Com- 
mittee was informed that the roads were handed over to the States in order to 
reduce the expenditure of the Government of India on the maintenance of 
roads in the Central India Agency, the particular roads not being of sufficient 
importance to the Government of India to justify the expenditure incurred on 
their maintenance. 


Bangalore. 

92. Paragraph 73 of the Auditor GeneraVs letter —The Committee was in- 
formed that the attention of the Resident has been drawn to the serious ir- 
regularity and instructions have been issued to avoid such irregularities m 
future. 


Grant 30 — Foreign and Political Department. 

93. Paragraph 35 of the Auditor GeneraVs letter. — ^The witness agreed 
that a lump deduction should be made in future for probable savings. As 
regards tbe excess under '' Travelling Allowance the Committee was in- 
formed that instructions have been issued to the officer in charge to get a pro- 
gramme of their tours from the Secretaries in advance and evaluate the cost of 
such tours by reference to the Railway administration. 

The Committee then adjourned till 11 a.m. on Saturday, the 17th August 
1929. 



Proceeding's ©f the ninth meeting of the Public Accounts 
Committee held on Saturday, the 17th August 1929, at 11 
a.m. 


Pbesent : 


(1) The Hon'ble Sir George Schuster. Chairman. 

(2) Mr. T. A. K. Sheevaxi. ■> 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) Maulvi Abdul Mattn Chaudhury. y Members. 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakltb. 

(9) Mr. K. C. Eoy. 

(10) Lieutenant-Colonel H. A. J. Gidkey. 


(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Seeretarj. 

(13) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(14) Mr. O. A. Travers, Accountant General, Central 

Revenues. 

(16) Mr. A. C. Badehoch, Director, Commercial Audit. 

(16) Mr. T. K. Rajagopalan. 

(17) Mr. B. Nehru, Deputy Auditor General. 




^Were also 
I present. 


Mr. A. B. Reid, Joint Secretary, Department 

of Education, Health and Lands. yWitness^, 

Mr. Ram Chahdra, Deputy Secretary, | 

Department of Education, Health and Lands. J 


94. The Committee took up consideration of the Appropriation Accounts 
relating to the Department of Education. Health and Lands. 


95. Item J2 of Appendix II. — Mr. Badenoch explained that so far as the 
Bengal Government -was concerned, commercial system of accounts -was likely 
to be introduced with effect from the 1st April 1930, audit would then be pos- 
sible to commercialise the accounts of the central quinine transactions at 
Mungpoo. 


Grant 21 — Forests. 

96. Mr. Shervani raised the question whether the construction of Mundali 
staff quarters mentioned on page 111 of Appropriation Accounts should 
not be treated as a new service, though its cost was only Rs. 4,768. The 
Auditcar General explained that Mr. Shervani’s point was that, in ■the case of 
amenities for Government servants, the money limit should be low® than fret 
non-reaidential buildings. The Chairman agreed to consider this point when 
writing the Report. 
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Grant 46 — Survey of India. 

97. Paragraph 42 of the Avditar OeneraVs letter, — A.h regards tiie savings 
ia this grant, the Committee desired to record that in preparing and checking 
the budgets, the actual results of the previous years should be taken into ac- 
coimt. 

98. As regards the Store Accoimts for Maps, Mr. Badenoch informed the 
Gommittee that the accounts are under preparation and will be audited by his 
Btafi as soon as possible after April 1930. 

Grant 49 — Botanical Survey. 

99. Colonel Gidney enquired whether steps cannot be taken to grow more 
cinchona in India and to make India self-supporting as regards 
quinine. Mr. Reid mentioned that the whole cinchona arrange- 
ments were considered unsatisfactory by his Department and that 
nothing could be done until the recommendation of the Royal Commission on 
Agriculture that the production and supply of quinine should be made a func- 
tion of the Central Government was adopted. Mr. Burdon pointed out the 
difficulties in accepting the recommendation of the Royal Commission. The 
Chairman pointed out that at the present moment the Central Government 
are faced with the position of holding large stocks of which they find consi- 
derable difficulty in disposing and that therefore prima fade the occasion 
hardly appears propitious for recommending a costly scheme for promoting 
the production of cinchona. At the same time, he thought that this 
prima facie view of the case was misleading ; but it pointed to this fact — 
that the crux of the problem lies on the consumption side. The position 
in fact is that the Central Government caimot consider a scheme for Gov- 
ernment production of cinchona imless they are assured of an adequate 
demand for consumption ; and action to encourage the demand must rest 
with the provincial Governments. Therefore without the concurrence and 
co-operation of the provincial Governments the Central Government cannot 
move. The impression which he formed from a discussion with the provincial 
financial representatives at a conference in November was that the consumption 
of quinine in India is unduly small and that the Government ought to do much 
more to distribute quinine and to encourage its consumption in districts where 
malaria is common. Colonel Gidney pointed out that one of the main 
obstacles to the larger sale of Government quinine was the spurious quinine 
which is sold in the markets at a much cheaper rate than Government quinine. 
The chairman summed up the discussion, with the concurrence of the Committee, 
by saying that this was a matter in which the Government of India ought to 
give a lead to the provinces, and that as a first step the Committee might 
recommend to the Government of India to inv^tigatc, in consultation with 
provincial Governments, the possibilities of extending the use of Government 
quinine. 

100. Colonel Gidney then mised the question of verification of stock 
and he was informed by the Auditor Gmeral that the qu^tion was engaging 
the attention of the Commercial Audit Department and proper arrangements 
wifi be made as soon as the commercial system of accounts is introduced. 
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Geant 53— Othee Scientific Dbeaetments. 

101. Pamgraph 47 of the Auditor GmeraVe letter. — The Committee was 
mformed that the Trnstees of the Indian Museum were at present receiving 
a fixed grant based on average expenditure and that the Government of India 
were now considering whether there should be substituted for this a grant 
based on actual expenditure. 

102. Mr. Neogy enquired whether rhe expenditure at present shown 
under the head pay of establishments represents the pay of the Museum 
establishment directly under the control of Government. The Auditor General 
promised to enquire into the matter. 

103. Page 205 of the Appropriation Accounts. — ^Mr. Neogy enquired why 
the accounts of the Bose Research Institute, Calcutta, alone appeared in the 
Appropriation Accounts while those of other institutes to which grants-in-aid 
are paid did not appear. His attention was drawn to paragraph 9 of^he 
A. G. C. R.’s report. 

Geant 55 — ^Medical Services. 

104. As regards the supplementary grant obtained in March 1928 under 
head A, 6 (2) which led to large savings, Mr. Ram Chandra explained that the 
circumstances were special. The Organising Secretary of the Congress of 
Tropical Medicines drew before the close of the year the whole amount of the 
grant sanctioned for the Congress under the impression that it was in the 
nature of a grant-in-aid for a non-Govemment institution, but the Pay and 
Accounts Officer held that the expenditure in connection with the Congress 
should be treated as ordinary Government expenditure and the Secretary 
had to refund the unspent balance in his hands. 

Geant 57 — Aoeicultxjre. 

105. Paragraphs 19 and 49 of the Auditor GmeraVs letter. — PurtJmse oj the 
Anand Creamery. — Mr. Burden explained the position as follows and said 
that it was for the Committee to say how they would like an item of the kind 
to be treated ; — 

The facts of the case are that in order to provide facilities for research 
experiment and the training of Indians in dairy work cm cemmer- 
cial lines, the Military Creamery at Anand was taken over by the 
Imperial Department of Agriculture, as a temporary measure, 
for a period of two years with effect from the 1st October 1925. 
The annual recurring expenditure was estimated at Rs. 2,82,000 
and that for the five months of the year 1925-26 at Rs. 1,27,000* 
With the approval of the Standing Finance Coinmittee a sup- 
plementary grant was obtained from the Assembly for the year 
1925-26, and the necessary provision was made in the estmaates 
for the succeeding year. 

The intention was to work the creamery as a self-supporting concern, 
but the accounts from October 1926 to March 1927 sSk>Wed ihat 
a total loss of Rs. 29,000 had been incurred on it. The teacM% 
of dairying on commercial lines was, howevari m 4 

service to be properly undertaken by tibe GoTMmlellt if 



63 


it involved some loss. Accordingly, it was decided to acquire 
the creamery permanently for a sum of Rs. 60,000 that being 
the price at which a private firm had offered to purchase it. 
This expenditure was met by reappropriation of savings in the 
estimates for 1927-28 ; but audit has raised the point that since 
it was expenditure on a new service not contemplated when the 
budget was framed, a specific supplementary grant should have 
been obtained as required by rule 50 (I) (ii) of the Indian Legis- 
lative Rules. 

The Audit OflScer’s point briefly seems to be that although the Legis 
iative Assembly had voted a supplementary grant for the 
penditure of the creamery in 1925-26 and also voted funds for 
its expenditure during 1926-27 and 1927-28. this was on the 
understanding that the creamery would be run at a profit and 
that its management by the Imperial Agricultural Department 
would be of the nature of an experiment for a period of two years.- 
The Government of India, how^ever, consider that if the expen- 
diture was not in itself in respect of a new service it would' 
not become so. merely because it was undertaken in the first 
instance as a temporary measure. In their view, the crux of 
the matter seems to be ^whether or not the Imperial Department 
of Agriculture had undertaken a new activity. This, it is 
understood, was not the case. The object of taking over the 
creamery was to train Indians in dairy work, which is a normal 
activity of the Department of Agriculture, and the expenditure 
was similar to that which the Legislative Assembly had been 
noting in the past for objects of that nature.'’ 

The Chairman explained that there were two grounds on which it had beert 
argued that this item should not be regarded as a “ new service” ; first, that 
as the approval of the Standing Finance Committee had been obtained for 
running the creamery, no further payment in connection therewith need be 
regarded as a new service ” ; secondly, that it had merely been taken over 
by one Department from another. As regards the second argument, it was 
pointed out by the Chairman and the Auditor General, that, though theore- 
tically the whole budget (including both voted and non-voted grants) should be 
considered as a single unit, so that an item provided under the vote for one 
Department need not on strict technical grounds be treated as a new service 
when it is transferred to another Department, nevertheless if the transfer 
is (as in the present case) from a non-voted to a voted Departmental grant, 
this circumstance does in practice import a new factor which, in fairness to 
the Legislative Assembly, ought to be taken into account. Moreover, although 
the transfer of cash was only from one Department to another, it did in fact 
put the Department receiving the payment into the possession of funds which 
had not been provided for in any which funds might have been disposed 

of on a non-voted service without further reference to the Legislature. Turn- 
ing then to the first argument, it pointed out "fiiat the Standing Finance 
Committee had only approved expenditure for runningr the creamery, not for 
its purchase ; that the practical result was that white under the arrangement 
ori^nally contemplated hy the Standimg: Fmamsis^ Co^emirittee, the Government 
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oould have terminated it at any time without any loss except the loss incurred 
on the working during the period approved by them, now that the creamery 
has been purchased, it would be necessary to consider not only the working 
loss but also the possibility of a loss on disposal of the undertaking. 

The Committee agreed on both grounds that this item should have been 
treated as a new service ’h 

In reply to further questions, the Committee was informed that the pre- 
sent Imperial Dairy Expert was a very efficient business manager and that 
the Department expected to get more technical assistance when the Animal 
Husbandry Expert is appointed to the Agricultural Council. 

Gkant 58 — Veterinary Services. 

106. Paragraph 50 (a) of the Avditor Qen&i'aVs letter and page 291 of 
the Appropriation Accounts , — The Committee was informed that the officer 
who was mainly responsible was forced to resign and that as regards the sub- 
ordinates, two of them had since resigned and the rest had been^ensured. The 
Committee was also informed that there had been no allegation throughout 
that there had been any personal misappropriation of funds or that the money 
had not actually been spent on work at the station. 

Grant 82 — Bxrenbitxjre unber the control of the Secretary of State. 

107. Paragraph 68 of the Auditor GemraVs letter , — The Committee was 
informed that there was no double payment but that, at the request of the 
Institute, payment was made in January instead of in the following April. 

The Committee then adjourned till 2-45 p.m. 
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Proeeedizig'S of the tenth meeting^ of the Puhlie Aecoonts 

Committee held on Saturday, the I7th Augrust 1029 at 

2-15 p m. 

Present : 

(1) The Hon’ble Sir George Schuster. Chairman^ 

(2) Mr. T. A. K. Shervaot. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Gangananu Sinha. 

(6) Maulvi Abbut Mattn Chaudhury. 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammab Yakub. 

(9) Mr. K. C. Roy. 

(10) Sir Frederic Gauntlett. 

(11) The Hon’ble Mr. E. Burbon, Financial Secre- j 

tary. I 

(12) Mr. J. E.C. Jukes, Controller of Cml Accoimts. I 

(13) Mr. O. A. Travers, Accountant General, Central | 

Revenues. ^Were also present, 

(14) Mr. A, C. Babenoch, Director, Commercial 
Audit. 

(15) Mr. T. K. Rajagopalan, Ofi&cer on Special Duty, 

Finance Department. 

(16) Mr. B. Nehru, Deputy Auditor General. J 

Mr. H- A. F. Linbsay, Joint Secretary, 
merce Department. 

Mr, A. beG. Williams, Deputy Secretary, f 
Legislative Department. J 

108. The Committee took up the consideration of the Appropriation 
Accounts relating to the Commerce Department. 

109. Appendix J/, items 1 and 22, — The practical difficulties in arriving 
at a decision on these points before the creation of an autonomous church in 
India were explained to the Committee by Mr. Lindsay and Mr. Burden. 

Grant 46 — Ports and Pilotage, 

110. Paragraph 19 of the Auditm* General's letter and paragraph 35 (i) of the 

A* G. 0. M's Report , — The Auditor General explained that the question was 
whether in view of the fact that the items on which expenditure was actually 
incurred differed so radically from what was contemplated in the budget, 
they should not b ^ regarded as new services. His own opinion was that they 
could not be treat d as new services as the mtention from the beginning was 
to acquire the ship and refit it as a training ship. The Committee agreed 
HOlCPBPinD m 
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that this waa a case of defective budgeting rather than one of undertaking a 
new service. 

111. The Auditor General then asked whether the authority who was 
carrying out the repairs was entitled to spend, without previous sanction, 
three times the amount provided in the budget. Mr. Lindsay admitted 
that the result was clearly indefensible, and said that the first intimation they 
had was from the Accountant General, Bombay, who noticed the excess when 
the debits for the expenditure were passed on to him by the Controller of 
Marine Accounts and that they then had no option but to provide the money 
by re-appropriation. After further examination of Mr. Lindsay the Committee 
arrived at the conclusion that, in the absence of more precise information 
as to details of the actual arrangement between the Commerce Department 
and the Marine Department, which was entrusted with the work as agents of 
the former Department, it was impossible to say exactly where the blam® lay 
or at what point the procedure had become ineffective for the protection of 
the public interej-t. Mr. Lindsay was therefore requested to furnish early 
next week a full report showing exactly what happened and what action was 
taken when the excess came to the notice o the Commerce Department. The 
Chaicu an expressed the view, with the concurrence of the Committee, that the 
actual result showed that the arrangements made had been seriously defective, 
and that an examination of this case ought to provide valuable ’es ons as to 
the sort of regulations which ought to be introduced in order to guard against 
similar results in the future. The case appeared to be an important one and 
it would probably be necessary for the Committee to make a number of serious 
and specific ' ecommendations arising our of it. 

112. Paragraph 41(b) of ike Auditor GeneraVs letter . — ^As regards the large 
savings xmder heads E. 2 (5) and E. 2 (9), Mr. Lindsay explained that they 
were due to the postponement of the purchase of a new lightship for Burma, 
as the recommendation of the Light Honse Expert to have the old ship repaired 
was imder the consideration of the Light House Committee. The savings under 
E. 2 (8) were due to want of data for framing a correct estimate of the cost of 
new arrangements made when the vessel “ Clive ” was withdrawn by the 
Royal Indian Marine. 

Grant 61 — Commercial IsrraLLiGEx'iCE and Statistics. 

113. In reply to a question by Mr. Das, the Chairman informed the Com- 
mittee that the question of creating Trade Commissioner^ps in Europe, 
Afiica and America was under consideration. 

114. This concluded the discussion of the Appropriation Accounts relat" 
ing to the Commerce Department. The Committee then took up the grants 
relating to the Legislative Department. ‘Mr. Negoy enquired whether the 
extension of the appointment of the Officer on Special Duty to revise the 
Indian Contract Act was approved by the Standing Einance Committee. Mr. 
Burden promised to furnish the information at the next meeting. 

The Committee adjourned till 11 a.m. on Wednesday, the 2l8t August 1929. 
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Proceedings of tbe eleventh meeting of the Public Accounts 
Committee held on Wednesday, the 21st August 1929, 
at 11 a.m. 


Present : 

Ghairmm,. 

\ 


>MemheTS, 


j 


^Were also 
j present. 


Mr. S. N. Roy, Deputy, Secretary, Home Department, j 
Mr. Bishek Sauxjp, DeM Adroinistration. J 

115. With reference to paragraph 114 of the proceedings of the last meet- 
ing, Mr. Neogy stated that he had satisfied himself that the approval of the 
Stending Finance Committee was obtained for the second extension of 6 months 
of the appointment, after the first extension of 6 months had already been sanc- 
tioned in anticipation of the approval of the Standing Finance Committee, 

The Committee wished to record the view that in the case of temporary 
employment of an ofS^cer on special duty more accurate estimate of the period 
required for the special work ought to be possible. In the present caae the 
work was estimated in the first place to last only 6 months and had actually 
continued for 18. 

116. The Committee then took up the consideration of the Appropriation 
Accounts relating to the Home Department. 

Gtraistt 27— Staff, Househoed axi> AnnowAHOES of the Q-oveenob 

Geistebah. 

117. Para^mfh 33 of AuMtor GenemVs letter. — ^Mr. Burden referred to 
wfeat he said on Tuesday last (paragraph 54 ante) and stated that the question 


(1) The Hon’ble Sir Geobge Sohustbe. 

(2) Mr. T. A. K. Shervahi. 

(3) Mr. B. Das. 

(4) Mr. S. 0. Mitra. 

(5) Kumar Ganoahani) Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) Mr. K. C. Hbogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Lieutenant-Colonel H. A. J. Gidney. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(13) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(14) Mr. 0. A. Travers, Accountant General, Central 
Revenues. 

(16) Mr, A, C. Badenoch, Director of Commercial 
Audit. 

(16) Mr. T. K. Rajagopalan, Officei on Special Duty. 

(17) Mr. B. Nehru, Deputy Auditor General. 

Mr. C. W. Gwynne, Joint Secretary, Home Depart- 
ment. 
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of the lump cut tinder the head Pay of Establishments,’^ including lesi^e 
salary, is one which is constantly under the consideration of the Finance Depart- 
ment, that some instructions to accotmts officers were issued in September 
1928, that further instructions will be issued from time to time and that when 
a few years’ actuals are available under the new system, it ought to be possible 
to make a fairly accurate lump cut* 

118. The Committee then ascertained some particulars about the Contract 
Allowance of H. E. the Governor General. 

Gbaot 28 — Executive Council. 

119* As regards the saving under ^ Tour Expenses,’ the Committee wae 
informed that the system of evaluation of future liabilities introduced in 1928-29 
should give better results. 

120. The Committee then obtained certain explanations about 
excesses and savings under some of the sub-heads. 

Gbant 72 — ^Miscellaneous. 

121. Paragraph 59 (e) of the Auditor GeneraVs letter, — The Committee was 
informed that the failure to obtain a supplementary grant was due mainly to 
the difficulty of estimating with any accuracy the cost of the special trains used 
by the Statutory Commission. 

Gbant 76 — Drlhi. 

122. Paragraphs 64 (a) and(b) of the Auditor GeneraVs letter. — After some 
discussion the Committee agreed to recommend that the Finance Department 
should enquire into the possibility of improving the present procedure for the 
preparation of budgets in areas like Delhi where there was a separate Pay and 
Accounts Officer and whose advice regarding lump cuts, etc., especially under 
fluctuating charges, should be of great assistance to the Chief Commissioner in 
framing more accurate budgets. 

123- Paragraphs 64 (d) and (g) of the Auditor GeneraVs letter. — The Com- 
mittee endorsed the remarks of the Auditor General. 

124. Page 509 of the Appropriation Accounts- — 8td)-Head D. — The Committee 
desired that it should be clearly stated in the Demands for Grants and Appro- 
priation Accounts that the expenditure shown under this head relates to the 
maintenance of gardens in the Delhi city and not to the improvement of agri- 
culture in rural areas. It was suggested that “ Horticulture ” would be a 
better heading than ‘'Agriculture”. 

Gbant 78 — Andamans and Nicobae Islands. 

125. Paragraph 66 (h) of the Auditor GeneraVs letter. — -The Chairman re- 
ferred to his suggestion made on several occasions at previous meetings that 
there should be some sort of amiexure to the Appropriation Accounts dealiiE^ 
especially with commercial undertakings, and recommended that all those in the 
Andamans should be included. Mr, Badenoch then explained the position as 
follows I — 

In the Andamans, many more activities will probably ha’te to be com- 
mercialised. There is not only the forest and the dockyards;. 
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but also tbe bakery and tbe slaugbter-lioiise. There are aiso two 
ships at present, lor which fro forma accounts are sent to the 
Accountant General, Central Eevenues. That Officer, however, 
has found it impossible to audit them. They are included in this 
report but they are admittedly inaccurate. About six months 
ago, an officer of my branch spent about three months in the Anda- 
mans and his reports have been subnntted through me to the 
Auditor General The recommendations of the Auditor General 
thereon will shortly be submitted to the Government of India. 
Our general suggestions are that these accounts should be com- 
mercialised along the lines suggested by the reporting officer and 
that my staff should visit the Andamans every year and should 
go into these accounts and audit them before they are placed 
^ before the Public Accounts Committee. It is extremely impor- 

tant that this should be done. There are valuable forests and 
the Government of India make big sales not only in Calcutta 
but also in Europe.” 

126. Paragrafh 66{d) of the Auditor General's letter, — ^The Committee 
endorsed the remarks of the Auditor General. 

127. Pages 538 — 541 of the AffropriaUon Accounts, — The Committee de- 
sired that, when considering the preparation of accounts on a commercial 
basis, the Auditor General should consider whether any portion of the loss on 
the Dairy Farm and the Slaughter House can properly be charged against Army 
estimates. 

128. Appendix //, item 21, — ^Mr. Gwynne stated that although a complete 
account of expenditure in connection with all the Moplah settlers in the Anda- 
mans Islands could hardly be prepared, it ought to be quite possible for the 
additional expenditure on the 12 villages occupied by Moplah settlers to be 
shown separately ; and this would cover the bulk of such settlers. Mr. Gwynne 
undertook that such an account should be p^ epared. 

The Committee adjourned for lunch tiL 2-30 p.m. 



70 


[Proceedings of the twelfth meeting of the Public Accounts 
Committee held on Wednesday* the 21st August 1929, 
at 2*30 p.m. 


Pbesent : 

(1) The Hon’ble Sir Geoegb Schuster. 

(2) Mr. T. A. K. Shervajh. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(6) Kumar Gan&ahahd Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Boy. 

(10) Lieut.-Colouel H. A. J. Gidney. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Bubdon, Financial Secretary. 

(13) Mr. G. Eaula, Director of Railway Audit. 

(14) Mr. B. Nehru, Deputy Auditor General. 

Mr. P. R. Rau, Financial Commissioner, Railways. 

Mr. W. H. Scott, Controller of Railway Accounts. 

Mr. J. A. Tower, Director of Finance, Railways. 

129. The Committee took up the consideration of the Appropriation Ac- 
counts of Railways for 1927-28 and the report of the Accountant General, 
Railways, thereon together with the relative paragraphs of the Auditor General’s 
letter forwarding the documents. 

Paragraphs 147 and 148 of the Accountant General’s Report. 

130. Paragraph 4 {b) of the Auditor General’s letter. — The Financial Com- 
missioner said that he received a copy of the special officer’s report about a 
week or ten days ago and that he had not yet gone through it. He promised 
to place before the Standing Finance Committee as early as possible a summary 
showing the recommendations of the special officer and the proposals of the 
Railway Board thereon. He explained that the delay in the preparation of 
the report was due to the fact that the special officer was expected to prepare 
the report along with other work and consequently he could not devote his full 
time to its preparation. The Committee agreed to record that it was very 
regrettable that a question which was raised by the Public Accomats Committee 
in 1926 and pressed ever since should be so long delayed. In reply to an 
enquiry by the Chairman whether the recommendations were likely to be 
given effect to in the next year’s budget, the Financial Commissioner said 
Slat a good many of the recommendations have already been adopted and the 
iaot that it took two years to publish the report ha a naturally detracted from 
its value. The Chairman remarked that it was a somewhat depressing situa- 
tion if aU that the special officer after three years had been able to recommend 
had already been intaroduced without apparently, according to the report of 
the Dixector of Railway Audit, bearing any fruit ah r^ards improvement of 


Chairman. 


bWere also 
f present. 


^Witnesses. 



resiilts. The question was then raised by one of the members as to the rela- 
tive responsibility of the Financial Commissioner and the Finance Department 
and the position was explained to him. 

131. Mr. Das raised the question whether the Railway Standing Finance 
Committee or the Public Accounts Committee was the proper committee to be 
consulted regarding a change in the form of the Railway Demands for Grants. 
The Chairman promised to get the point examined in his office and directed 
Mr. Bmdon to prepare a note on the subject. 

132. Paragraph 147(b) of the Accountant Qen&raVs Report. — The Financial 
Commissioner explained that minor points raised in connection with the re- 
commendations contained in Sir Arthur Dickinson’s report have still to be dealt 
with by the Railway Board and are under examination by the Controller of 
Railway Accounts and that the particular case referred to in this paragraph 
was^in his own opinion more a case of stupidity and the orders already issued 
should serve the purpose pending the promulgation of detailed rules on the 
question. 

133. Paragraph 147{o) ibid. — The Committee was informed that the re- 
commendations of the State Railways Workshops Committee on the piece- 
work and bonus system are still under consideration. As regards cost account- 
ing, the Financial Commissioner referred to the memorandxim printed as 
aimexure II to Appendices II and III, copies of which have already been cir- 
culated to the members. 

134. Paragraph i47{d) ibid. — The Committee was informed that the 
contract was examined by the Financial Commissioner himself and that he 
could not discover anything in it which could be held to have facilitated the 
fraud, 

135. Paragraph 147(e) ibid. — Scott explained to the Committee that 
the crew system as a system was exceedingly good but that he was not satis- 
fied that it was being properly worked at present. The Committee desired 
that the Railway Board should consider whether the crew system should not 
be under the control of accounts depaitment and not of the traffic department. 
The Committee also desired to comment on the delay in the preparation of the 
report comparing the expenditure on the crew system on the lines where it 
was in force and the recoveries made from passengers traveUing without 
tickets. This made it difficult for the Committee to make any final recom- 
mendations on the subject and the Committee therefore desired to have a 
full report next year on the question of the efficiency with which the system is 
being applied and administered. 

136. Paragraph i47(g) ibid. — The Committee was infoimed that the 
Railway Board had got from the Army Department the information as to the 
procedure in force in that Department and that they were now consulting the 
Railway Administrations whether it would be feasible to adopt a similar pro- 
cedure on the Railways. 

137. Paragraph 147(h) ihid. — ^The Financial Commissioner said that 
the Finance Department had issued last week orders laying down the general 
principles in connection with contracts and that detailed instructions would 
be issued shortly by the Railway Board, 
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138. Paragraph 147(i) ibid . — Tlie Co mmit tee was informed that orders 
were issued on the subject only last week, as owing to some oversight the case 
had not been taken up earlier by the Kailway Board. The Chairman suggest- 
ed, with the concurrence of the Committee that, in order to avoid such delays 
in future, the Committee might recommend that as soon as the report of the 
Committee appears, each Department should render a return to the Finance 
Department enumerating the points and recommendations which concerned 
the particular Department and which would receive their immediate atten- 
tion. It would then be possible for the Finance Department at once to check 
whether any points had escaped notice. 

139. Paragraph 148{d) ibid . — The Committee was informed that instruc- 

tions have been issued that materials should be obtained strictly in accord- 
ance with the detailed provision in the sanctioned estimates within a reason- 
able time before the conunencement of works and that materials not used 
should be returned to the stores immediately. *• 

140. Paragraph 148(e) ibid . — The Financial Commissioner explained that 
the particular points that came to notice of absence of co-ordmation have 
been set right and that the Director of Kailway Audit had been asked to bring 
to notice other points on which action might be required. 

The Committee then adjourned till 11-16 a.m. on Thurdsay, the 22nd 
August 1 929. 



73 


Proeeedingrs of the thirteenth meeting* of the Public Accounts 
Committee held on Thursday, the 22nd August 1929, 
at Il*-l5 a.m« 


Present : 

(1) The Hon’ble Sir George Schtister. Chairman* 

(2) Mx. T. A. K. Shervani. 

<3) Mr. B. Das. 

(4) Mr. S. C, Mitra. 

(5) Kumar Ganganand Sinha. 

(6) MaulviABBUL Matin Chaxjdhury 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakxeb. 

(9) Mr. K. C. Eoy. 

(10) Lient. -Colonel H. A. J. Gidney. 

(11) Sir Frederic Gadntlett, Auditor General. 1 

(12) The Hon'ble Mr. E. Bdrdon, Financial Secretary. (^Were also 

(13) Mr. G. ELaula, Director of Railway Audit. f present. 

(14) Mr. B. Nehrd, Deputy Auditor General. J 

Mr. P. R. RaUj Financial Commissioner, Railways. 

Mr. W. H. Scott, Controller of Railway Accounts. >Witnes$e$. 
Mr. J. A. Tower, Director of Finance, Railways. J 

141. The Committee resumed the consideration of the Railway Appro- 
priation Accounts and the Accountant General’s Report thereon. 

142. Mx. Roy raised the point whether there was any statutory rule 
authorising the presentation of the Railway budget by the Commerce Member* 
On his attention being invited to the definition of Finance Member ” in para- 
graph 1 of the Manual of Business and Procedure in the Legislative Assembly, 
he contended that there was a certain amount of ambiguity in the matter and 
that the rules were not quite clear on the point. The Chairman thought that 
there was no ambiguity but suggested that the Railway Department should, 
in order to demonstrate the position clearly to the Committee, obtain the 
opinion of ihe Legislative Department on the subject. The Committee also 
desired to recommend that whenever the Governor General exercises Ms 
power of appointing any Member as the Finance Member for the purpose of 
any particular rule in the Indian Legislative Rules, the order of such appoint- 
ment should be laid on the Table of the House. 

Annexure to the Accountafi^ GeneraVs Report. 

143. Before dealing with the particular cases mentioned in this Annexure 
the Financial Commissioner made the following general statement : — 

Last year Mr. Parsons told the Committee that he would have all 
these cases carefully investigated and that he would consM^ 
whether it was desirable to address the Board of Directors 
the Company on these irregularities. He had no imm to go 
into it himself but as soon as the Assembly sessicm was over in 




^Members. 



Delhi, I went down to Calcutta with the Director of Civil En- 
gineering of the Railway Board (Mr. Lines) and went into all 
the cases myself on the spot. I got hold of the Agent and the 
Chief Engineer and some other departmental ofl&cers of the 
Goverronent such as the Examiner of Accounts to present their 
side of the case. I am in a position now to give the result of that 
investigation. The Railway Board have not yet taken any 
action in this matter because all the information that I wanted 
was not available till the beginning of this month. And then, 
since the Public Accounts Committee meeting was so close at 
hand, I thought it would be as well for me to place the facts 
before the Committee so that they could hear the railway side 
of the case and we may have the benefit of their advice before 
the Railway Board considers what action should be taken. In 
these particular cases I am going to give you the orders tha^t I 
propose to ask my colleagues to agree to.’’ 

144. Paragraph 2 of the Annexure ,- — The Financial Commissioner ex« 
plained that the Railway Board did not feel that any further action could be 
taken. The Assistant Engineer had only just been appointed at the time 
of the incident and as his subsequent record had been good it did not 
seem justifiable now to take any disciplinary action agaiiivst him. On the 
other hand the District Engineer concerned has since retired from service. 
The Committee was not satisfied with the explanation and suggested that 
further enquiries should be made to fix the responsibility for the loss of mea- 
surement sheets. As regards the Assistant Engineer, the Committee desired 
(Colonel Gidney dissenting) that an entry should be made in his record of 
service. The Committee recognised that his good conduct since then would 
diminish the effect of such an entry, but they thought that the incident should 
be placed on record, as it might have a bearing in case of any similar incident 
being repeated in the future. 

146. Paragraph 6 ibid , — The Committee was informed that (1) when the 
work had been in progress for months and labour had been imported, the 
Government of Bihar and Orissa, for political reasons, asked the Railway to 
stop the work until formal acquisition proceedings were completed, (2) in tie 
circumstances, the payment made to the contractor was probably not more 
than what the Railway would have had to pay if the matter were referred to 
arbitration, (3) the irregularity, which is a very serious one, was that, in- 
stead of making the payment in a straight forward manner, the Superintendent 
of Works entered fictitious measurements in the Measurement Book to sup- 
port the payment, and (4) but for the fact that both the Superintendent of 
Works and the District Engineer concerned had left service, the Railway 
Board would have insisted on proper disciplinary action being taken against 
them. The question was then raised of the adequacy of the Government 
Examiner’s audit. The Auditor General explained that he was not at all 
satisfied with the present scale of audit on Company lines, that he had therefor# 
recommended that the system of audit on such lines should be the same m 
that applied at present to the State lines and that the question was now under 
the consideration of the Finance Department. He felt convinced that^an 
tocrease of the Government Examiner’s staff would tnaterialjy enhance the 



75 


efficiency of the work on Companies lines. Mr. Neogy also pointed out that 
the Ckief Auditors of tke Companies’ lines were subordinate to the Agents 
and did not report to the Railway Board the irregularities detected by them. 
As the Committee had no time to deal with all these cases in detail, it was 
agreed to appoint a sub-committee to go into them. The Chairman promised 
to place before the Committee the terms of reference of the sub-committee. 
As regards the particular case dealt with in this paragraph, the Committee 
desired that legal opinion should be obtained whether criminal proceedings 
could have been imdertaken. 

146. Paragraph 9 ibid . — The Financial Commissioner admitted that there 
was lack of judgment in the matter of the purchase of the bungalows and the 
price paid for them. The Committee were not satisfied with the explanation 
and the Chairman observed that the difficulty of taking disciplinary action in 
this ease was increased by the fact that the purchase was sanctioned by the 
RaiTway Board. Mir. Burden suggested that the Financial Commissioner 
should see the most elaborate and modern set of rules drawn up by the Army 
Department regulating the acquisition, custody and relinquishment of State 
lands and building by the Military authorities and consider whether similar 
rules could not be introduced on the Railway side. 

147. Paragraph 11 ibid . — The Financial Commissioner explained the 
facts and stated that the Railway Board had come to the conclusion that 
further action was likely to be of no use, as the officers concerned had retired 
long before the fraud came to light. He also said that the pre-ent sys.em of 
purchasing sleepers was entirely different and promised to furnish a memo- 
randum to the Committee explaining the system in detail. 

The Committee then adjourned for lunch till 2-15 p.m. 
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X^oceedinss of the fourteenth meeting^ of the Public Accounts 
Committee held on Thursday, the 22nd Augrust 1929, 
at 2-15 p.m. 


Present : 

(1) The Hon’ble Sir Georse Schuster. 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. 0. Mitra. 

(6) Kumar Gancanand Sinha. 

(6) Matilvi Abdul Matin Chaudhury. 

(7) IMr, K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Lt.-Col. H. A. J. Gidney. 

(10) Mr. K. C. Roy. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(13) Mr. G. Kaula, Director of Railway Audit, 

(14) Mr. B. Kehru, Deputy Auditor General. 

Mr. P. R. Rau, Financial Commissioner, Railways. 

Mr. W. H. Scott, Controller of Railway Accounts. 

Mr. J. A. Tower, Director of Finance Railways. 

148. The Committee resumed the consideration of the Railway Appro- 
priation Accounts and the Accountant General’s report thereon. 

149. Paragraph 12 of the Annexure to the Accountant General’s Report. — 
The Financial Commissioner explained that prior to the separation of Railway 
finance, the question whether a particular item of rolling stock should be treated 
as an addition or a renewal was determined more by expediency and depended 
■on whether funds were available under revenue or under capital ; but that since 
the separation, as there was now a depreciation fund to provide for all renewals, 
particular care was taken to see that no items were treated as additions so long 
as there were any condemned items awaiting replacement. The question of the 
relative responsibility of the Railway Board and the Government Examiner 
as regards the allocation of the expenditure between capital and revenue waa 
then discussed. It was agreed, that, at the time of the preparation of the 
budget estimates, the Railway Board should make an attempt to bring up to 
date the allocation between capital and revenue but that the responsibility 
for checking the actual allocation when the expenditure had been incurred 
should lie on the Government Examiner, to whom all the material necessary for 
making a correct allocation must be made available. 

160. Paroffraph IS ibid. — ^The Agent’s explanation was stated to be that 
the figures quoted by the Accountant General were not really comparable, a* 
piece work outturn referred to repetition work while the day work outrium 
oovered more complicated work entrusted to highly skiEed labour. As the 
explanaticm was not quite satisfactory, the Chairman su^wted, with the 
«aimcun^30e of the Committee, that Ihe attention of title Manage should ba 
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acaiu invited to tlie Accountant General’s remarks and ttat a more instructive 
report should be fuinisbed to the Committee next year. 

Paragraph 14 ibid. — The Committee was informed that it had been 
decided to reorganise the factory and to continue it for producing hand made 
bricks. The Chairman remarked that although any one with experience of 
industrial undertakings would realise that mistakes like this in calculating pro- 
bable savings were liable to occur, and although in connection with a huge 
concern like the railway this particular mistake involved a relatively small 
amount nevertheless from the point of view of the officer who made the calcula- 
tions in’this case it was a big mistake. The Committee would therefore wiA 
to know who the officer was and what had been done to him. The Financial 
Commissioner said that the Eailway Board proposed to ask the Railway con- 
cerned to take disciplinary action against him. The Chairman also remarked 
thai one important lesson could be learned from this incident, namely that 
when railways undertake a manufacturing business of this kind which is outside 
their ordinary business, a very special care should be devoted to checkmg the 
estimates ; and that as there was in any case a great danger ot the Railway 
undertaking in India growing to an unmanagable size, any ter^ency to under- 
take business, whicli is not strictly Railway business, sbouM be checkocu and 
should only be undertaken for very special reasons. If the only inducement 
was the prospect of making an ordinary commercial profit then such busumss 
should not be undertaken. It was only justifiable if conditions were such that 
a particular article required by the Railways could not be obtamed on any sort 
of reasonable terms unless they manufactured it themselveis. The cobbler 
should stick to his last,” or mistakes like the present one would often be made. 
Moreover it must alwa)^ be remembered that it was hard enough to provide 
adequate capital for meeting all the needs of actual Railways without locking 
up money in side shows. 

152. Paragraph 5 of the Report and paragraph 8 of the Auditor General’s 

The Committee was informed that the excesses under grants 7, 8, 10 

and 15 were due to the system of over-allotment introduced in 1925-26, that 
these excesses might be taken as signifying the breakdown of the system of over- 
allotment and that the amount over-allotted had been drastically reduced in 
the budget estimates for 1929-30, the amount over-allotted in that year being 
only 115 lakhs as against 18 crores in 1926-27. The Chairman explained that 
on LhaH of the Finance Department he had had to assume much closer control 
over capital expenditure than hitherto and that, as a further measure to prevent 
over-expenditure, the powers of re-appropriation of Railway Agents had this 
year been considerably curtailed. 

The excess under grant ho. 4 was attributed to the fact that certain econo- 
mies in administration which the Railway Board anticipated at the time of 
framing the estimates were not fully realised and a larger amount was required 
for new items of expenditure than anticipated in the budget. 

The total excess under grant No. 14, taking voted and non-voted together 
was stated to be Rs. 1,58,000 only against a total grant of Rs. 1,58,60,000, 
i.e., just under one per cent. 

163 Paragraph 11 of the Aecoumtant General’s Report. — The Committee 
was info^ed that the Railway Board had now adopted as a definite policy that,. 
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except in cases of extreme urgency, detailed estimates must be prepared before 
actual construction begins on any projects, and that, in tbe case of the Kangra 
Valley Radway, the Railway Board itself sanctioned, as a special case, the devi- 
ation from this principle. Mr. Neogy then raised the question of the guarantee 
to be given by a local Government or local body for unremunerative lines. He 
pointed out that according to the Government of India Resolution on the sub- 
ject, the intention clearly was that the local Government or the local body 
should undertake to make up the actual loss in the working of such railways 
whereas in the case of the Kangra Valley Railway, a maximum, guarantee had 
been agreed to. The Financial Commissioner explained that, as the local Gov- 
ernments have to place the proposals before their Legislative Councils, it was 
necessary to give them a definite maximum figure of loss based on the estimates 
which the Railway Board could frame. It was also explained that, for this pur- 
pose, detailed estimates were not as a rule completed in advance, as the expendi- 
ture incurred in preparing such estimates would be wasted if the local Goveminent 
did not subsequently agree to the terms offered to them. The Committee came 
to the conclusion that before entering into an agreement with the local Govern- 
ment, especially in cases involving particularly difficult construction, detailed 
estimates might be prepared, and that, if the local Government did not accept 
the terms offered by the Railway Board, the cost of preparing the detailed esti- 
mate should be borne by the local Government concerned. As regards the 
Kangra Valley Railway, the Committee refrained from detailed comment as it 
was acknowledged that the case was exceptional, that the precedent would not 
be repeated and that the matter was now under investigation by the Railway 
Board. 

IM. Paragraph 12 of the Peport. — Mr. Scott explained to the Committee 
that the state of affairs regarding Stores Accounts on the East Indian Railway 
was a very bad one and it had been so for a long time. He therefore proposed 
radically to alter the present procedure and as a result of the successful experi- 
ment on the Northwestern Railway to introduce machineb. He anticipated 
that within six months after the introduction of the machines the results on the 
East Indian Railway v, ould be better than they have ever been. 

The Committee adjourned till il a.m., on Friday, the 23rd August 1929. 
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Proceeding’s of the fifteenth meeting of the Pnblic Accounts 
Committee held on Friday* the 23rd August 1929, 
at IX a.m. 

Present : 


(J ; The Bon’ble Sir George Sohxtstee. 


Cl' airman 


(2) Mr. 'i . A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S C. Mitra. 

(6) Kumab Ganganand Sinha. 

(6) Mauivi Abbxtl Matin Ohaubhuey. 

(7) Mr. K. 0. Neogy. 

(8) Maulv’ Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Lt.-Col. H. A. J. Gibney. 



Tl) Sir Pbebebic Guantlett, Auditor General. 

(12) The Hon’ble Mr. E. Bubbon, Financial Secretary. | Were also 

(13) Mr. G. Kauia, Director of Railway Audit. y present. 

(14) Mr. A. C. Babenoch, Director of Commercial Audit, j 

(15) Mr. B. Nehru, Deputy Auditor General. J 


Mr. P. R. Rau, Financial Commissioner, Railways. T 

Mr. "W. H. Scott, Controller of Railway Acoounte. > Witnesses. 

Mr. J. A. Tower, Director of Finance, Railways. J 


155. The Chairman read out the terms of reference of the Sub-Oommit’fcee 
{vide Annexure). 

166. The Committee then resumed the further consideration of the Rail- 
way Appropriation Accounts and the Accountant General’s Report thereon. 

157. Paragraph 29 nf the Peport . — The Chairman informed the Committee 
that the Committee dealing with the Separation Convention was considering 
this matter. 

158. Paragraph 30 ibid . — The Chairman reiterated the suggestion made by 
him on previous occasions that in the case of commercial undertakings there 
should be an annexe to the Appropriation Accounts reviewing the general results 
of the working of the undertaking on the basis of the latest figures available and 
giving a general account of the business containing the sort of information 
which is given in the annual report and in the speech made by the chairman of a 
public oompany to the shareholders at the annual meeting. The Auditor 
Gtenexal said that the same question had been engaging the attention of Mr. 
Kaula and himself for some time past after a scrutiny of the Appropriation 
Accounts of Railways which are published in South Africa. Mr. Neogy then 
pointed out that ihe figures of capital at charge as given in the Administration 
Report differed widely from those given in the Appropriation Accounts. This 
was explained to be due to various factors, as for example the difference in the 

of «x<diange at which sterling figures were converted into rupee figures. 
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The Auditor General said that the question of the rate at which sterling 
figures should be converted into rupees wherever it is necessary to show 
in the Finance and Revenue Accounts combined figures for rupee and 
sterling expenditure was a general question and was still undecided. It 
was most important in the case of Railway accounts and his suggestions had 
been sent to the Railway Board two years ago. He desired that in future 
an attempt would be made to present the two sets of figures on a uniform 
basis. 

159. Paragraphs 38 to 40 ibid. — In reply to a question by Colonel Gidney 

as to what action was being taken by the Railway Board in view of the increasing 
road motor competition, the Chairman said that the question had already been 
taken up at Ms instigation and was under the consideration of the Railway 
Board. He pointed out incidentally that most of the Railways at present had 
no statutory power to run motor transport. ^ 

160. The Co mm ittee then examined the statement on page 18 of the Report 
and desired to record that the Railway Board ought to follow a definite policy 
of adjusting rates on company-managed lines to rates on State lines unless there 
were economic reasons to the contrary, 

161. Paragraph 45 ibid.- — The increase in expenditure on fuel on the 
Bengal Nagpur Railway was stated to be due to increase in freight charges 
during the year as a larger quantity of fuel was taken by the Railway from their 
own collieries. The Comroittee expressed the view that it was an unsatisfac- 
tory feature in the accounts of the Bengal Nagpur Railway that {as apparently 
was the case) the loss on the working of their collieries was being borne by 
the railways. The Committee therefore desired to recommend that a system 
of proper commerical accounts should be introduced on all collieries worked 
by railways. 

162. Paragraph 65 ibid. — The Committee was informed that there was 
no loss as the rates charged by the contractors in these cases were less than 
those which would otherwise have been charged, and that the Railway Board 
had since issued instructions that the proper course in such oases was to pay 
the contractors the proper rate and charge them proper rent. 

163. Paragraph 66 ibid. — The Committee were satisfied by the Financial 
Commissioner that the action taken was as severe as in the circumstances 
was possible. 

164. Paragraph 99 ibid. — ^As regards the question of the extension to other 
railways of the procedure followed on the North Western Railway of show- 
ing materials issued to sheds for revenue repairs as part of the stores 
balances, the Financial Commissioner agreed to issue necessary orders. 

165. Paragraphs 103 and 104 ibid. — The five questions raised by the 
Auditor General were answered by the Financial Commissioner as follows : — 

(i) I understand that the delay in the final extension of the 

was due to delay on the part of the Forest Departmeiit ^ the 
Burma Goverumeut in opening up certain forests. The porfeh^. 
which was not affected by that was completed without dekt^y. 
As regards (ii)^ from an extract of a contract by the Ag«.t 
it appears the reverse is the case. Sleepers deliv^fed'attheeiding 
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liad to be charged at Rs. 2/4 and those on the main line at Bs. 2/8* 
The Agent reports that the suggestion in the Accountant Oeneral’s 
report that the rate for sleepers delivered alongside the main 
line was raised to bring it up to that of sleepers delivered at the 
siding is not correct. The increase in the rate is due to increase 
of Government royalty. {ii%) The inference that the siding was 
laid more to enable the sleeper contractor to develop his own 
forests is stated by the Agent to be negatived by the fact that 
the forests served by the siding were the properties of the Burma 
Government. After the siding had been constructed sleepers 
were actually purchased from these forests at a rate less than 
the price recommended as a fair price by the Sleeper Enquiry 
Committee* The Agent says that from no other source could they 
get this quantity at the same or lower price, {iv) As regards the 
compensation, it was laid down in the contract that any increase 
in the Government royalty was to be a charge against the rail- 
way. The Forest Department increased the royalty on the 
sleepers and this involved an additional payment to the con- 
tractor. (tf) Public tenders were not called for but private en- 
quiries were made both in 1923 and in 1926 and the rates quoted 
were as high as Rs, 3/8 per sleeper which were much higher than 
what is even now being paid. The Agent says there is no 
advantage in calling for tenders as the whole area served by 
the siding is held on lease from Government by one timber 
merchant who secured the lease on open tender subsequent to 
the building of the siding.” 

The Chairman observed that the fact that the explanations now given 
were so different from the facts as mentioned in the Report clearly showed 
lack of co-operation between the Government Examiner and the Company’s 
auditor, and therefore suggested that the case should be further investi* 
gated and a report furnished to the Committee next year. Considerable 
discussion followed on this case and it was agreed that one of the most 
urgent practical needs illustrated by the Appropriation Report was that 
eases of this kind, where directly conflicting statements were made by the 
Examining staff on the one side and the Accounts staff on the other must be 
followed up immediately with a close and impartial enquiry so as to ascertain 
where the fault lay. Such immediate and careful investigation offered the 
best chance of correcting faults on either side, and providing more effect on 
co-operation between the audit and accounts. The Auditor General promised 
that the question of co-operation would be discussed by the Director of Rail- 
way Audit with the Controller of Railway Accounts. 

166. Paragraph 58 (d) of the Avditor General’s letter. — ^The Financial Com- 
missioner explained that supplementary grants for all these projects except two 
were obtained from the Assembly in March and that as regards the other two^ 
provision was included in the budget for one and funds voted by the AmemMf 
tibie previous year for the second. 

In reply to Auditor General’s qnestion wheA^ the Raflwaj Board ad- 
iMtted that a new construction was a new service, Mr. Ran stated that their 
HeiCPBi'inB 
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practice was if possible to take a supplementary grant in every case for a new 
construction but that sometimes it was not possible in special cases to get 
a grant approved by the Assembly in time. In such cases he thought they 
ought not to be prevented from starting a new construction till they obtained 
a formal grant from the Assembly if the Standing Finance Committee for 
Bailways had approved of the construction. The difl&culty was a practical 
one. It might for example happen that owing to special unforeseen circum- 
stances, it was found impossible to start work on a particular project included 
in the budget. There might however be another project equally desirable on 
which work could be begim immediately ; if in such cases work on the project 
could not be started till the vote of the Assembly was obtained, a whole working 
season might be lost and a substantial part of the construction staff left idle. 
The Auditor General suggested that to provide for such cases, a few additional 
projects might be included in the budget with token demands against them. 
The Chairman summed up the discussion by saying that the question really 
was what latitude is to be allowed to the executive to start a new service with the 
approval of the Standing Finance Committee in anticipation of the approval 
of the Legislature. He suggested that the Committee should say that whatever 
latitude is allowed, the executive should not he allowed to substitute for a pro- 
ject approved by Legislature another project costing considerably more, 
although in the particular year in which it is started the expenditure might 
not exceed the amount already provided for in the budget. The Committee 
agreed and urged that in all such cases of substituting one project for another, 
the control of the Finance Member should be rigidly exercised. 

167. In reply to questions by the Chairman, the Auditor General stated 
that while there was a steady improvement in all the other Departments as 
regards taking action to rectify and prevent financial and accounting irregulari- 
ties he hesitated to say that he was satisfied as regards the Railways. He 
added that in saying this he did not at all belittle the very fine record of 
achievement by the Railway Board, but the undertaking was so enormous that 
there was still a great deal to be done and the strengthening of control right 
down the line required close investigation. 

The Committee adjourned for lunch till 2-30 p,m. 


ANNEXURE, 

Sub-CommiUee of the Pvhlic Accounts Committee. 

The Sub-Committee is primarily appointed to investigate such of the cases 
referred to in the Annexure to the Report of the Accountant General, Railways — 
pages 83 — 102 — as have not been investigated in detail by the full Committee, 
After dealing with these cases the Sub-Committee will further investigate 
any other cases arising out of the Appropriation Accounts of the Railways 'itk 
India wHch the main Committee have not been able to examine in detail. 

The Committee desire that the Sub-Committee shaE mdeavour to ascertain 
what iemens can be learnt JErom the special oases which they are to examine 
and!'te;^lia?tiouh^ AaE consider the bearing of suchA^sims onraecmmiendations 
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on tte points mentioned in tlie list below wMob the Committee may make witli 
a view to preventing in tbe future the sort of financial irregularities which have 
occurred in the cases referred to : — 

(1) increasing the Grovernment Examiner’s staff and the extension of the 

scope of the Government Examiner’s audit ; 

(2) altering the status of the companies’ auditors, to see whether it is 

possible to get them to co-operate with the examining staff more 
than they do at present ; 

(3) whether efficiency has suffered from a tendency to differentiate 

between officers and subordinate staff as regards disciplinary 
action ; 

(4) the control by the Railway Board over company-managed railways ; 

and 

(5) the procedure followed in the framing of estimates for new capital 

projects and control over expenditure after their sanction. 
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Qf ^Iie Public 4-<ico«ii,ts 

b,#W un, Fridajy* tb# ?83rd Au^ustt lQSIi9* 

at 2-30 p*m. 


Present : 

(1) The Hon’ble Sir George Schuster. 

(2) Mr, T. a. K. Shervani. 

(3) Mb, B, Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ga^stgakaistd Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) Mr. K. C. Neooy, 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Lieutenaut-Colonel H. A. J, Gidney. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(13) Mr. G. KIaula, Director of Railway Audit. 

(14) Mr. B. Nehru, Deputy Auditor General. 

Sir Austen Hadow, Chief Commissioner, Railways. 

Mr. P. R. Rau, Financial Commissioner, Railways. 

Mr. W. H. Scott. Controller of Railway Accounts. 

168. Sir Austen Hadow gave evidence before the Committee on certain 
general questions. 

169. Raihvay Board's cor^trol over company-managed lines, — Sir Austen 
Hadow informed the Committee that the Railway Board has practically com- 
plete control over the company-managed lines and explained the position in 
great detail as regards general administration, rates and purchase of stores. 
In reply to a question by the Auditor General, Sir Austen Hadow and the Finan- 
cial Commissioner said that if particular cases in which the Government Exa- 
miner could not obtain access to relevant papers in the offices of company- 
managed lines were brought to their notice, they would certainly take the 
necessary action. 

170. Supervision by the Railway Board to see that a company heeps its un-^ 
dertaMng up to the 7mrh\ — Sii Austen Hadow explained to the Committee the 
work done by the Government Inspectors of Railways and read out extracts 
from the latest report of the Senior Government Inspector, 

171. Rules regarding the preparation of the estimates, — The Committee was 
informed that there were elaborate rules for the preparation of detailed esti- 
mates but in the past some projects had been started without detailed esti- 
mates. The Chief Commissioner said that the case of the Kangra Valley 
Railway was an imfortunate incident in which the Railway Board itself sano 
tioned departure from the rules. The Committee was also informed that under 
the procedure recently introduced, no new project can be commenced without 
detailed estimates except with the knowledge and sanction of the Railway 
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Board. It was further stated that except in cases of urgency, e.g., the repairs 
of a bridge, or for other special reasons the Railway Board would not in future 
sanction the commencement of construction before the preparation of detailed 
estimates. Sir Austen Hadow explained how the new practice of working 
out the detailed estimates concurrently with the carrying out of the final locai- 
tion survey in the case of a new railway line would make it possible to assist 
the completion of the detailed estimates without involving any undue delay in 
the commencement of constructions which would not in any ease begin until 
the final location survey is ready. 

172. Purchase of stores through the Indian Stores Department . — Sir Austen 
Hadow said that they were prepared to purchase through the Indian Stores 
Department in every case when it was to the advantage of the Railways to do so, 
bu| there could be absolutely no question of abolishing the stores department 
of the Railways. The Railway Board could not hand over to any outside 
agency their responsibilities regarding rolling stock which they should there- 
fore buy direct. In other respects, he was ready to extend the use of the 
Indian Stores Department as far as possible. He agreed to consider whether, 
in the case of stores which they now purchased direct, half the orders could not 
be placed through the Indian Stores Department and half through their own 
stores organisation for a year or two and to see which paid them best. 

The Committee then adjourned till 11 a. m. on Saturday, the 24th August 
1929. 
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Proceedings of tlie seventeentli meeting of the Publie 
Acconnts Committee held on Saturday the 24 :th August 
19289 at il a.m. 

Present : 


(1) The Hon’ble Sir G-eorge Schuster, Chairman. 


(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) Maulvi Abbul Matin Ohaubhury. 

(7) Mr. K. C. Keogy. 

(8) Maulvi Mohammab Yakub. 

(9) Mr. K. 0. Roy. 

(10) Lieutenaut-Oolonel H. A. J. Gibnby. 


yMembers, 


(11) Sir Freberic Gauntbett, Auditor General. 

(12) Mr. J. E. 0. Jukes, Controller of Civil Accoimts. 

(13) Mr. A. 0, Babenoch, Director of Commercial 

Audit. 

(14) Mr. 0 . A. Travers, Accountant General, Central y 

Revenues. 

(15) Mr. T. K. Rajagopalan, OfBLcer on Special Duty, 

Finance Department. 

(16) Mr. B. Nehru, Deputy Auditor General. 


Were also 
present. 


Mr. E. Burbon, Financial Secretary, Witness, 

173. The Committee took up the consideration of the Appropriation 
Accounts relating to the Finance Department. 

Grant 26 — Interest on Ordinary Debt, 

174. Paragraph 31 (a) of the Aiiditor GeneraVs letter, — The Committee was 
informed that the Deputy Controller of Currency, Northern India, i^ixed 
instructions to the Imperial Bank of India to pay the amount on the 1st April 
but the amount was actually paid by the Bank on the 30th March, as 31st 
March and 1st April were holidays. 

Grant 26 — Interest on Miscdlaneous Obligations, 

176. Paragraph 32 (b) ibid, — Mr. Rajagopalan said that this was a mis- 
take on the part of the Pay and Accounts Oificer, 

176. Para, 32 ( 0 ) ibid- — Mr. Burdon promised to take the necessary 
action in the matter^ 

Grant 67 — Currency, 

177. Paragraph 54 ibid, — ^Mr. Burdon explained that Rs. 2 lakhs out of 
the total saving of R^. 3,63,911 was due to an unforeseen rebate given by the 
Bank of England on, the contract price for currency notes printed by them. 
E^poluding this, the saving was only 2-2 per cent. 

Mr. Burdon explained fully the arrangement which he had made in the 
Pinanee Department to have a whole time Budget (Mfioec who was also 



Secretary to the Public Accounts Committee, so that after the budget has been 
launched the officer could devote his attention to watching the operation 
of the budget throughout the year and test the accuracy of his calculations. 
He considered that the most important work yet to be done in order to secure 
a greater accuracy in the estimates (but which it was impossible for the present 
whole time Budget Officer to do), was to go round the estimating offices, 
look into and co-ordinate their work and have occasional conferences with the 
estimating officers. On being questioned by one of the members as to wffiat 
arrangements he proposed for doing this work, he said that his proposal 
would be to appoint for a few months an officer with proper qualifications as 
Assistant Budget Officer, who would attend the meetings of the PubKc 
Accounts Committee, then go on tour during the greater part of the cold 
weather and then report the results to the Budget Officer ; it would thpu be 
possible to see what further steps are required to be taken. The Auditor 
Greneral entirely agreed with Mr. Burdon as to the necessity of co-ordinating 
the work of the officers who were primarily responsible for estimating and 
added that his experience of the past few years had been that the Finance 
Department was understafied and stressed the vital necessity of increas- 
ing the staff in order to set up a high standard of efficiency. The ^bm- 
mittee agreed with Mr. Burdon and the Auditor General and desired to recom- 
mend that the Finance Department should be adequately staffed and to 
record as their opinion that it was justifiable to err on the side of being 
overstaffed in the initial stages in order to work up to a high standard of 
efficiency and also that it was particularly important during the initial stages 
to have continuity in the staff of the Finance Department which is employed on 
this special work. Some of the members desired to recommend that the post 
of the Assistant Budget Officer should be a permanent one, so that he might be 
available to succeed the Budget Officer when the latter was transferred, but it 
was agreed that this was a point for the executive to decide. 

GriANT 68 — Mint, 

178. Paragraph 19 of the Auditor GemraVs letter a'rvd note 2 on page 327 of 
the Appropriation Accounts , — Prior to the in^tallat'on of an electrolytic silver 
refinery at the Bombay Mint, the only means of refining silver at the Mint was 
hy cupeHing furnaces which were mainly used for refining silver recovered 
from drosses and were quite unsuitable for refining large quantities of fairly 
high touch silver, as the losses would be excessive and the cost high and the 
quality of refined silver would not be good. The new refinery not only refines 
Government silver but also undertakes work for the bullion merchants and the 
public. The installation is thus not a replacement but represents a new and a 
definite policy of Government. It was therefore agreed that it ought to have 
been treated as a new service. The Chairman remarked that in this case there 
was a double reason for regarding it as a New Service Not only was the 
plant a new plant and not an extension of an existing plant but the installation 
of this new plant involved the adoption of a new policy on the part of the 
Government. He thought that this latter factor should be specially recorded 
as an important determining factor when considering whether any particular 
expenditure amounted to a New Service 
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Mr. Bmrdon explained that no supplementary grant was obtained from 
the Assembly to meet the expenditure in the first year, as the Finance Depart- 
ment had not realised all the implications of the rale relating to new services bnt 
added that the whole of the facts was placed before the Standing Finance 
Committee. The Auditor General then suggested and the Committee agreed 
that the ordinary Standing Finance Committee and the Standing Finance 
Committee for Railways, when asked to approve of any scheme placed before 
them, should consider in the light of the case law promulgated by the Public 
Accounts Committee (which should be made available to that Committee) 
whether the scheme constitutes a “ new service and, further that it was the 
duty of the department responsible for presenting the demand to the Standing 
Finance Committee to call attention to aU the relevant facts and considerations 
for this purpose. 

Grant? 70. — Superannuation Allomances and Pensions. ^ 

179. Paragraph 57 of the Auditor General's letter. — ^The variations w^e 
attributed to the difficulty of estimating under this head which was specially 
great in the year under review, as the estimate under the head ‘‘ Commuted 
value of pensions ’’ had to be prepared in the absence of even previous actuals. 

Grant 83 . — Expenditure in England under the control of the High Commissioner. 

180. Paragraph 69 ibid,- — ^Mr, Burdon promised to address the High Com- 
missioner and the Secretary of State on the subject. 

The Committee desired to record that there was persistent over-budget- 
ing both in the estimates of the High Commissioner and the Secretary of State 
and that the attention of these authorities should be drawn to this. 

Grant 94. — Loans and Advances hearing interest. 

181. Paragraph 80(b) ibid. — ^Mr. Burdon informed the Committee that 
some time ago and quite independently of this case, the Finance Department 
came to the conclusion that the existing arrangements in regard to covering 
advances for the purchase of motor cars were not satisfactory and, in consulta- 
tion with the Government Solicitor, devised a new form of security bond 
which combines personal security of the officer with the hypothecation of his 
vehicle. 

182. Paragraph 80(c) ibid. — Mr. Burdon informed the Committee that the 
Bombay Government had just submitted a re-payment programme in respect 
of the loans taken by them for the Development Department and the Sukkur 
Barrage. 

183. The Committee then took up the consideration of Appendix V. 
The Chairman said that he desired to discuss the matter with the leaders of the 
various parties in the Assembly and also with the President of the Legislative 
Assembly . The views of the Auditor General and the provisional views of the 
varkms members were ascertained. Two alternative schemes were suggested, 
viz., (1) a formal motion that the Report be adopted which would enable 
Assembly to reject ox amend the Report ; and (2) that, in the course of the 

on the motion that the Report be tak^ into consideration^ member^ the 
sanhly should be ajble to move formal resolutions of which prpvipt|Ls noti^ 
had heen given. Further discussion was postqponed. 

The Committee then adjourned for till 2-30 
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iProceediu^rs of the eigrhteenth meetingr of the Public Ac- 
counts Committee held on Suturday, the 24th August 
1829, at 2-30 p.m. 


Present : 


(1) The Hon’ble Sir George Schuster, 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand SiNHA. 

(6) Mr. K. 0. Neogy. 

(7) Maulvi Mohammad Yakub. 

(8) Ml. K. 0. Roy. 

(9) Lieutenant-Colonel H. A. J. Gidney, 


Chairman. 




Members. 


(10) Sir Frederic Gtatjntlett, Auditor General* ”1 

(11) Mr. J. E. C. Jukes, Controller of Civil Accounts, j 

(12) Mr. A. G. Barr, Director of Army Audit. >Were also present. 

(13) Mr. B. Nehru, Deputy Auditor General. J 

Mr. E. Burdon, Financial Secretary, 

Mr. A. F. L. Brayne, Financial Adviser, Mili- 
tary Mnance. 

Lieutenent-Colonel S. G. V. Eulis, Military Ac- > Witnesses. 
countant General. 

H. L. Livingstone, Deputy Financial Adviser, 

MiHtary Finance. 

184. The CoriBriittee resumed consideration of the Appropriation Account® 
relating to the Finance Department. 

185. Appendix VII to this Report — Provincial Loans Funds . — As regards 
the rate of interest charged for loans taken by the Bombay Government for 
their Development Department, Mr. Burdon explained that these loans wer«i 
arranged and the rate of interest fixed before the inauguration of the Provincial 
Loans Fund. There was therefore no question of reducing the rate of interest 
for Bombay to the disadvantage of the other Provinces. It was merely a 
question of continuing the rate of interest originally arranged. Mr, Burdon 
farther explained that when these schemes were embarked upon they were ex- 
pected to be productive and that the Government of India had considered that 
in the special circiuiistances it was not equitable to raise the rate of interest 
merely because at a later stage the anticipations of revenue proved unlikely to 
he realised. The Chairman explained that the question of the rule^ for fixp® 
rates of interest under the Provincial Loans Fund wm now under consideration 
in consultation with the Provinces. His own view at present was that the rules 
m framed were unlikely to attain their object. The real justification for 
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charging a higher rate of interest in the case of unprodnctive schemes was to 
make borrowing for such schemes less attractive. When once a scheme had 
been started as a productive scheme it seemed to him rather hard at a later date 
to impose a higher rate of interest because the scheme proved to be less success- 
ful than anticipated. He thought therefore that the distinction between pro- 
ductive and improductive schemes should be made according to the nature of 
such scheme at the beginning, and that in the case of loans for unproductive 
schemes it would be better rather to insist on a comparatively short period of 
repayment, instead of merely adding J% to the rate of interest charged. 

186. The Auditor General made a general statement about the separation 
of audit from accoimts. His opinion was that the experiment had proved a 
distinct success and that separation has enabled audit, especially in the case of 
the Army and the Railways, to concentrate on bigger questions and to effect 
more efiective improvements. He said that the separation has clarified more 
clearly the conception of the functions of accounts and audit and many of the 
provinces would have accepted the separation but for the additional expenditure 
involved. 

187. The Committee then took up the Report of the Military Account® 
Committee (Appendix X) on the Appropriation Accounts of the Army, Marine 
and Military Engineering Services for 1927-28 and the Report of the Director 
of Army Audit thereon. The Committee considered that the change made in 
the current year in the constitution of the Military Accounts Committee, of 
appointing the Controller of Civil Accounts as a member of the Committee in the 
place of the Army Secretary, was a change in the right direction. It also de- 
sired to record its appreciation of the very efficient and thorough manner^ in 
which the Military Accounts Committee had dealt with the Appropriation 
Accounts and expressed its concurrence in the conclusions and recommenda- 
fons of that Committee. 

188. The Committee desired to have a Memorandum from the Army De- 
partment on their policy as regards purchase of stores through the Indian Stores 
Department and whether the Army could increase their purchases through the 
Indian Stores Department. 

189. The Committee also desired that the result of the exanoination by the 
Financial Adviser mentioned in paragraph 54 of the Military Accounts Com- 
mittee’s Report should be communicated to it. 

The Committee then adjourned. 
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Proceeding's of the nineteenth mcseting of the Public Aci^ounts 
Committee held on Saturday* the 21st September'";l929» 
at 2-30 p.m. 

Pbesent : 

(1) The Hon’ble Sir George Schuster. Chairman . 

(2) Mr. T. A. K. Shervani. 

(3) Mauivi Abdul Matin Chaudhury. 

(4) Mr. K. C. Xeogy. i 

5) Mauivi Mohammad Yakub. \ Members . 

(6) Mr. K. C. Boy. I 

\ 1 ) Lt.-Col. H. A. J. Gidney. J 

(8) Sir Frederic Gauntlett, Auditor-General. "^Were also 
f9) The Hon’ble Mr. E. Burdoh, Financial Secretary J present. 

190. The Committee considered the draft report and accepted it with 
certain alterations. The Committee decided to hold another meeting at 10 a.m. 
on the 24:th September 1929 to consider the draft paragraph about the dis- 
cussion of the report in the Assembly. 

Proceeding's of the twentieth meeting of the Public Accounts 
Committee held on Tuesday, the 24th September 1929, 
at 10 a.m. 

Present : 

(1) The Hon’ble Sir George Schuster. Chairman . 

(2) Mr. T. A. K. Shbrvani. 

(3) Haii Ohowdhury Mohammad Ismail Khan. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) Mauivi Abdul Matin Chaudhury, yMemhers . 

(7) Mr. K. C. Nbogy. 

(8) Mauivi Mohammad Yakub. 

(9) Mr. K. 0. Roy. 

(10) Lt.-Col. H. A. J. Gidney. 

(11) Sir Frederic Gauntlett, Auditor General. Was also present. 

191. The Committee accepted the draft para^aph about the discussion 
of the Report in the Assembly with some modifications. 
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VI-AFFBNDICEl^* 

AFP^IDZXI. 

Finance Department Resolution No. D.-1407-A., dated the 17th May 19^, ffltf 

the Report ot the Public Accounts Committee on the accounts of 1926-37. 

The Governor General in Council has taken into consideration the Report 
of the Public Accounts Committee on the accounts for 1926-27 and desires to 
record his appreciation of the care, industry and ability with which the Com 
mittee, like their predecessors, have conducted their scrutiny. The Report 
is the sixth of its kind and the magnitude of the task accomplished by the 
different Committees is apparent from the epitome which, following the 
English practice, has been compiled by the Auditor General in India and is 

under issue. 

• 

2. Paragraphs 5—7 and 10 — 11 of the Report , — The Governor General in 
Council shares the satisfaction which the Committee have expressed at the 
improved results commented upon in these paragraphs — particularly the 
reduction in the number of excesses over voted grants requiring to be 
regularised by the vote of the Legislative Assembly. The analysis, con- 
tained in paragraph 7, of the percentages of savings in voted grants on the 
one hand and in non-voted appropriations on the other, is of considerable 
interest and supports the conclusion indicated in the Resolution on the hst 
Report of the Public Accounts Committee that there i . no general tendency 
to over-estimate expenditure under voted heads. The amendment of the 
Indian Legislative Rules, referred to in paragraph 7 as impending, was made 
in January last. The purpose of the amendment is to enable token votes 
to be obtained in respect of expenditure on new services not contemplated 
in the Budget ” which can be met by reappropriation. The Committee have 
also referred to measures taken or about to be taken to improve the system and 
strengthen the machinery of estimating. The results actually achieved by 
these measures will doubtless receive careful attention from the PubSc Ac- 
counts Committee in future years- 

3. Paragraph 9 ibid , — The Committee consider that every effort should 
be made to include all supplementary demands in the list placed before the 
Legislative Assembly in the ordinaiy course about the month of February and 
that demands which cannot be so included should be presented separately 
later on, before the close of the year^ when a question of principle is involved. 
The first suggestion represents the practice ordinarily followed, and the 
Governor General in Council agrees that it would be desirable to adopt the 
suggestion made as regards the presentation of belated demands. Steps 
will be taken accordingly, provided that on each occasion the programme of 
work in the Legislature permits. 

4. Paragraph 12 ibid , — The Conmacittee have brought together, in one 
place and in a convenient form, the principles which they consider should be 
followed in astimating, including some which, as they themselves state, were 
recommended and accepted in the past. The principle are unexceptionable : 
and> in particular, the Governor General in Council agrees with the observa- 
tions of the Committee as regards the dangers inherent in the system of 
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over-allotment. Judiciously used, the system leads to eflficient expenditure : 
abuse of the system or negligence in its use leads to loss of financial control 
and may lead to serious financial embarrassment where the head of expendi- 
ture involved is one of magnitude. 

5. Paragraph 16 ibid , — ^The Committee have review^^d the history of the 
proposal that the Assembly should be given an opportunity to discuss in 
general terms the Report of the Public Accounts Committee on which the 
excess grants are based and have suggested that the Government of India 
should reconsider the matter without waiting for the deliberations of the 
Statutory Commission — a suggestion which has since been reinforced by 
the opinion expressed by the Hon'^ble the President of the Assembly on the 
18th February 1929 on the occasion of the discxission of the excess grants for 
1926-27. The Governor General in Council is in sympathy with the object 
which the Committee have in view and the matter is already receiving further 
consideration. It is agreed that it would be advantageous to have in opera- 
tion, as soon as possible, a manageable procedure for the discussion of the 
Committee’s Reports which would command the assent of the Legislature as 
a whole and which would lead to useful practical results. But it is not easy 
to find the right solution of the problem : and it is relevant to observe that, 
even now, members of the Legislature have the means of bringing under 
general discussion any question of importance arising out of the Public Accounts 
Committee’s Report. 

6. Paragraphs 17 — 19 ibid , — ^The Committee have satisfied themselves 
that certain long outstanding controversies relating to the arrangements for 
the production of salt at Sambhar and Khewra may now be set at rest. 
The conclusion which has been reached after a careful examination of the latest 
evidence available is one from which the Governor General in Council sees 
no reason to dissent. The one specific request made by the Committee has 
been met. The Central Board of Revenue have already taken the requisite 
action on the lines of the recomroLendation made in paragraph 10 of Mr. 
Pitkeathly’s report on the Sambhar electrification scheme. In leaving the 
matter, the Committee have said that in regard to important schemes of 
development generally, careful attention should be paid by the authorities 
concerned, when the schemes are taken up, to their anticipated eSeot upon 
the cost of production, having regard to any probable limitations that may 
exist upon the extent to which output can be usefully expanded. The 
Governor General in Council desires to endorse these observations. 

7. Paragraphs 20 — 21 ibid , — The Committee next refer to certain impor- 
tant questions raised in the past, the disposal of which is in various stages of 
progress. As regards internal check of Customs receipts, to which the 
Committee attach special importance, the position is that a measure of reform 
has since been inaugurated at Calcutta and Bombay and its extension to other 
ports will be considered in the light of the experience gained at these placesv 
The Governor General in Council trusts that it will be possible to come 
afibnal decision mi soim of the other matters before the Ruhlic AcGotife 
Connnittee next meet. It has been ascertained that they are reo^iving pro- 

lattention and that delay in disposal is not due to neglect of the C^num^tee^s 
f^hnnfehdations. 
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8. Paragraphs 22 — 23 ibid. — The interpretation of the term new 
service appearing in Rnle 50 of the Indian Legislative Rules is a matter to 
which the Committee have devoted considerable attention. They accept the 
view of the Auditor General that the application of the term to concrete cases 
could best be governed by the evolution of a body of case law. They 
recommend that, in placing cases before the Standing Finance Committees, 
the Government of India should state whether the expenditure is in respect 
of a new service and that, if audit holds a different view in particular cases, 
such cases should be brought to the notice of the Public Accoimts Committee 
through the Appropriation Accounts. The Governor General in Council 
accepts the conclusions of the Committee both in regard to the general ques- 
tion and in regard to their interpretation in the specific cases cited by them, 

9. Paragraphs 26 — 27 ibid. — The Committee have not dissented from the 
condusion of the New Capital Committee that no loss or avoidable wastage 
was involved by the departure from contract which was allowed to occur in 
connection with the supply of marble at New Delhi and agree that the terms 
of the contract were faulty. They have, however, taken the opportunity to 
enunciate certain general principles which should be observed in handling 
business contracts, these being supplementary to the principles set down in 
paragraph 13 of the Report of the Public Accounts Committee for 1925-26. 
Arising out of the advice wliich has been tendered on the subject at different 
times by the Public Accounts Committee, the preparation a set of in- 
structions relating to the making, etc., of contracts is already in hand and 
it is hoped to complete this in the coume of the current financial year. 
Meanwhile the general principles which the Committee have outlined will 
bo communicated to all Government departments for the present guidance 
of all executive authorities concerned with the making, enforcement, etc., 
of contracts. 

10. Paragraph 28 ibid. — The Committee refer to a case in which the repre- 
sentative of an important business concern, with which the Posts and Tele- 
graphs Department has large business transactions, has been allowed for some 
years the free use of the trunk telephone line between two important places 
as an act of courtesy. They consider that an extension of the system may 
easily lead to abuse and accordingly recommend that such concessions should 
be given in the future only by the Government of India, who should 
scrutinise the cases jealously and communicate their sanctions to audit. 
The Governor General in Council agrees in these observations and is 
glad to note that, in the particular case mentioned, the concession was 
actually authorised by the Government of India, though the sanction given 
was not communicated to audit. 

11. Paragraphs 29 — 30 ibid. — The Committee were informed that the 
formulation of general principles and procedmre to regulate the enforcement of 
responsibility for losses was in hand and were apprised in some detail of the 
Hnes upon which Government proposed to proceed. It is expected that a full 
statement on the subject will be issued before the next meetir^ of the Public 
Accounts Committee, and in ficaming this, the further considerations which 

Committee have emphasised will be hmne in mind. It may be added 
in the meantime, it has been decided that the final authority to settle 
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tJhe question of disciplinary action in cases of financial loss occnrring in tiie 
Military Department slionld be tbe Government of India. Further, in con- 
nection with the embezzlements in Burma treasuries, the Government of 
Burma have since issued instructions of a more satisfactory and effectual 
character than had been anticipated at the earlier stages of the corresponds 
ence. 

12. Paragraph 31 ibid, — In regard to the purchase and accommodation 
of stores, the Committee naake certain observations regarding means by 
which economy may be secured and losses avoided. The Governor General 
in Council concurs in these observations, 

13. Paragraphs 32— 34 and 37^ 71, 74 and 84 ibid, — The Governor General 
in Council accepts unreservedly the views of the Committee expressed in 
these paragraphs in condemnation of lax and irregular practices, their 

as regards the need for fore4hought in administering the public expenditure, 
and as regards the importance of accurate estimating in the first instance 
and of maintaining subsequently a close watch on the progress of expendi- 
ture and the accumulation of further liabilities. It is expected that depart- 
ments of the Goa ernment of India and authorities subordinate to them will 
deal with individual cases of irregularity w^hich may come before them in the 
spirit which the cbservations of the Committee reflect. On the particular 
case of perfunctory signing of certificates wdnch is referred to by the 
Committee in paragraph 34, it seems desirable to repeat what was said in 
paragraph 22 of the Resolution in the Finance Department, No. D.-3546-A., 
dated the 5th January 1928 : "" It is imperative that every public officer 

should entertain the most scrupulous sense of his responsibility in respect 
of his signature on documents of financial importance, and. that failure to do 
so should be regarded as a serious breach of duty It is agreed further 
that some automatic arrangements should be introduced in the accounts 
offices generally which will help to diminish the possibility of expenditure 
being incurred under orders which have a limited currency, after the currency 
of those orders has expired. It is understood that the Auditor General haa 
already taken action. The Railway Department and the Financial Adviser, 
Military Finance, are requested to issue such instructions as they may deem 
necessary on the subject. 

14. Paragraphs 41 --42, 53, 55 and 88 ibid, — The suggestion is accepted 
that wherever trading and profit and loss accounts appear in the Appropria- 
tion Accounts, they should be given for two successive years for purposes 
of comparison. It is agreed also that a statement showing, for a series of 
years, the quantity of salt produced and the cost of production at diff^ent 
sources, as also the balance sheet of the Northern India Salt Revenue Depart- 
ment prepared by the Director of Commercial Audit, should be incorporated 
in the Appropriation Accounts on the understanding that the preparation 
of the balance sheet by the auditor vnU not impose upon the departnaentol 
authorities any obligation to alter or add to the accounts which they keep afe 
present. 

15. Paragraph 51 ibid, — In view of the overstocMii^ of, qumiiate si^lphs^ 
commented upon by the Committee, the contmct with li^sm Howard 
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Co. has not been renewed pending the examination of the whole qiieaiion of 
quinine arrangements and policy in connection mth important recommenda- 
tions made by the Agrictdtnral Commission. 

16, Paragraph 85 ibid . — ^It is certainly desirable that the number of detail- 
ed heads should be cut down wherever it is possible to do so without causing 
any appreciable inconvenience, and the Governor General in Council will be 
glad if the Auditor General and all accounting officers will lose no opportu- 
nity of impressing this desideratam^ in a practical form, upon the admiais- 
trative authorities whose co-operation will be necessary. 

17, Paragraph 89 ibid . — The Committee desire that, in order to facilitate 
their work, the Appropriation Accounts and comiected documents should 
in future be supplied to the members as they are ready and, further, that 
copies of any Administration Beports, which are likely to be useful to them 
in the course of their deliberations, should likewise be supplied. Arrange- 
ments will be made to comply with the Committee’s requests. It will be con- 
venient, however, if individual members of the Committee will intimate to 
the Finance Department from time to time the Administration Reports of 
which they desire to have copies. 

18, The action taken by the Governor General in Council on recommenda- 
tions of the Committee not specifically referred to in this Resolution — 
especially on those contained in Section IV of the Report, will, in accordance 
with the usual practice, be communicated to the Committee at their next 
meeting. 


9S 
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APPENDIX n. 

Statement showing the action taken or proposed to be taken on the p<mts which 
have been noticed by the Public Accounts Committee in their Beport on the 
accounts of 1926-27, but which have not been dealt with in Finance Depart- 
ment Rraclution No. D.-1407-A., dated the 17th May 1929. 


Recommendations or Observa- 
tions made by the Public 
Accounts Committee 

Reference to 
Report. 

Remarks. 

Propriety of debiting Ecclesias- 
tical charges incurred in con- 
nection with the Army to the 
head “ Ecclesiastical ” in the 
CiTil Estimates. 

Report of 1928, 
paragraph 25. 

The Government have taken up 
the examination of the ques- 
tion- As the separation of the 
legal union between the Church 
of England and the Indian 
Church will not take place till 
September 1930, it is too early 
to say how the creation of an 
autonomous Church in India 
will affect the ecclesiastical 
arrangements made for the 
Army in India. 

Claims of the Posts and Tele- 
graphs I>epartment against 
Baflway and Canal Adminis- 
trations on account of the rent- 
als of telegraph and tele- 
phone wires, etc. 

Ibid — ^paragraph 

21 {Hi), 

The conclusions of an officer 
placed on special duty to 
examine the question are 
under consideration. The 

revised rentals for the use of 
Canal Administrations will be 
communicated to Local Gov* 
emments at an early date and 
no serious delay is anticipated 
in the settlement of this matter.. 
The negotiations wiih. the Rail- 
ways ai^ however, likely to he 
protracted. 

Scrutiny of the rates on the basis 
of which annual ©ontributions 
are made to the depreciation 
fund of the Posts and Tele- 
graphs Department and the 
e<mii(ieration of the question 
^ altenoiative methods of 
applying such scrutiny. Ques- 
tion whether the Posts and 
Telegp^phs Department may 
use iha aoeumulaticms in the 
fund for its own Capital ex- 
penditure. 

Ibid — paragraph 

as. 

These questions are under oonsi^ 
deration 

Sdewncm of the so©^ of andit 
on emufany lines by Oovem- 
ment Examiners. 

Ibid — paragraph 

m. 

HaeAuditep |ps made 

«c«© wMeh 

are under 

Settlement dc daims by the Im- 
fe»M a^flnst . 

Ipdmn mainly in 

respect of BaM^ee arising 
out of the war. 

1 Ibid — paia^n^h 

i ^ 

EiOforts to xeacffi a iKmipceitfinsive 
isi mm 

«iii coimlm ’lipdmjs 
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No. 


Recommendations or observa- 
tions made by tb© Riiblic 
Aceoimts Gommittee, 


Beferenoe 

Report. 


to 


Remarks. 


6 


Settlement of < laims with 
Foreign Governments in con- 
nection witk repatriation of 
refugees fiom India. 


Report of W2B. 
paragraph S9. 


Farther amounts aggregating 
£1,913 were recovered daring 
1927-28 from the Governments 
concerned. 


LiOan of A «i,0f 0 toi the XaJ j\Iahal 76f<f--~paragrapli 
Trading Gompany hi connec- 40, 
tion i\iih an Indian Exhibit 
at thi Sesqui-Centennial Ex- 
pohition at Philadelphia. 


8 ( Quest loii oi issanig an up-to-date Ibid — paragraph 
j edition of the Forest Depart- 44. 
j merit Code without -waiting 

I for the lecommendations of 

the Statutory Commission. 


Of the amount £2,500 was 
covered by security and the 
balance has been written off as 
irrecoverable. 


The Inspector-General of Forests 
is strongly against the pro- 
posal being carried out on the 
eve of the Statutory CommiB- 
sion*s Report which may affect 
the position materially. The 
Government of India have 
according^ decided, in con- 
sultation with the Accountant- 
General, Central Revenues, to 
drop for the time being the 
idea of bringing out a new 
issue of the Code. Certain 
portions of the Code will, how- 
ever, be brought up to date as 
suggested by the A. O. C. R. 


■9 


Final settlement of the account 
of timber shipped from Burma 
and placed with the timber 
agents in London for disposal. 


Ibid — ^paragraph 
46. 


In view of the considerable 
difficulties in the settlement of 
the account and the (Bspro- 
portionate amount of time and 
money likely to be expended 
in such settlement, the High, 
Commissioner has been am- 
Ihorised to enquire from the 
firm whether they would offer a 
lump sum for the whole stock in 
their hands cm the Blst Decem- 
ber 1928 on condffiion that 
therespcmse made by the firm 
Is reported to the Government 
of India for approval. 


10 


Control of expenditure against IHd — paragraph 

allofenenfc mider Gr»t 30— _ 47, 

Foreign aiwi FiJlfcfeal De- 
parteeB^ 


Nectary arrangements have 
been made to exercise ade- 
quate control over expendi- 
ture. 


11 


^OTiasB paas««w®h 

hHaag io tte Ma^xnotaoal 
Iiratsnimea]^ Office. Oatortta, 
shoold appear in llte A^^o- 

pciafen A^xsormts. 


The 0f“ to. 

im been tiie<GciNr- 

oi, ' 
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12 


Recommendations or observa- 
tions made by tbe RubMe 
Accsonnts Committee. 


Reference to 
Report. 


Remarks. 


Question of keeping cinchona Report of 1928, 
accounts on a commercial paragraph 49. 
basis both in respect of the 
transactions of the Govern- 
ments of Bengal and India. 


The Bengal Government are still 
considering the question of 
commercialising their cinchona 
accounts. Until their inten- 
tions are known, no progress 
can be mad© with the com- 
mercialisation of tho cinchona 
accounts of the Government of 
India which is besides bound 
up with the problem, now be- 
ing considered, of making the 
production and supply of cin- 
chona a function of the Central 
Government. 


IS 


Improvement on the existing Ibid — paragraph 
arrangements for verification 50. 
of stocks of cinchona bark at 
Mungpoo. 


The Government of India have 
accepted the proposal of 
the Birector, Botanical Survey 
that the matter should be re- 
ferred to the Commercial Au- 
ditor who wifi, it is under- 
stood, be deputed to Mungpoo 
in connection with the com- 
mercialisation of the Bengal 
cinchona accounts. The mat- 
ter will be considered further 
when the Auditor has re- 
ported. 


14 


Question whether the system of Ibid — paragraph 

allocation of fees realised from 52. 
paying patients treated at the 
X-Ray Institute, Dehra Dun 
should not be stopped and 
whether the officers of the 
institute should not foe de- 
barred from private practice, 
a suitable compensation be- 
ing given, if necessary. 


The Government of India have 
taken steps to put the admi- 
nistration of the Institute on 
a satisfactory basis. As re- 
gards fees realised from pay- 
ing patients, they have decided 
that 50 % of the amount col- 
lected should go to Govern- 
ment and 50 % should be 
distributed among the mem- 
bers of the staff who carry 
out the treatment. 


15 


Desirability (a) of the audit 
irregularities and connected 
questions relating to the ac- 
counts of the Imperial Insti- 
tute of Veterinary Research 
and Dairy at Muktesar being 
disposed of by Government 
and (h) of steps being taken to 
improve the administration 
of the Civil Veterinary Ser- 
vices grant. 


Ibid — ^pairagraph 
54- 


16 


I’orm in which tlje profit and ^ ibid — parc^ra]^ 
loss accounis and balance 55 . 
sheet of the ISCnfes will appear 
in the Appropriation Aooounts. 



As regard (a), necessary action 
has been taken and orders are 
under issue. In regard to (6) 
the attention of the officers con- 
cerned has been drawn to the 
necessity for improving the 
administratkm of the grant : 
and further specific reforms 
are contemplate. 


The form of the accounts has 
been approved by the Ooveam- 
ment of India and profit 
loss accounts for with 

bakmoe iheet® have bem ap- 
pended to the Appropriation 
Accounte. 
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No. 


Becommeadations or observa- 
tions made by the Public 
Accounts Committee. 


Beference to 
Beport. 


Remarks - 


17 


Question relating to (a) the re- Beport of 1928 — 
vision of rents of residential paragraph 57. 
buildings in Delhi; (6) the 
loss due to the provision of 
residences in Simla for the 
members of the Indian Legis- 
lature ; (c) the adequacy of 
rents charged for furmture 
supplied to Government resi- 
dential buildings in Delhi ; 

{d} the incidence of expendi- 
ture on the residences, etc., of 
Bis Excellency the Command - 
er-in-Chief ; and (e) the re- 
covery from Commercial De- 
partments of the loss incurred 
on account of residential 
buildings supplied to them by 
the Public Works Depart- 
ment. 


18 


Deposit of revenue collections 
direct into the treasury on a 
chalan passed by the revenue 
official concerned. 


Ibid — paragraph 
58. 




Bonn in which the proforma Ibid — paragraph 

profit and loss accounts in 59. 
respect of S.S. ** Maharaja ” 
should be kept and the ques- 
tion of placing the Commissa- 
riat Department on a com- 
mercial basisw 


20 


Desirabihty of mstituting a local 
Pay and Accounts Office at 
Port Blair. 


Ibid — paragraph 


(a) The rents of residential build- 
inga in the Il^ew Capital Area 
have been re-calculated v/ith 
reference to Fundamental Buie 
45A and the Supplementary 
But 8, The rc-calculation of 
lents of residential buildings 
in Old Delhi is in hand ; (b) this 
question has been settled — vide 
paragraph 3 on page 367 of 
the Appropriation Accounts of 
the Central Government (Civil) 
for 1927-28 ; (c) inventor!^ of 
furmture have been prepared 
in the case of Bungalows of 
Hon’ble Members and gazetted 
officers and clerks’ quarters 
in the Kew Capital Area and 
proposals have been sub- 
mitted to the Government of 
India in respect of revision of 
the scales and rents of fur- 
niture in these buildings ; (d) 
and (c) the questions are under 
consideration. 

To minimise the chances of de- 
falcation of Government 
money instructions have been 
issued in consultation with the 
Accountant General, Central 
Bevenues. There are, how^ 
ever, practical difficulties in 
the way of direct credit into 
the treasury of amounts at 
present received by Judicial 
Muharrirs, etc. of Tahsils and 
certain other Government seirT- 
ants- Further enquiry is 
being made with a view to 
ascertaining whether at least 
some of the items of revenue 
and receipts cannot be credited 
into the treasury direct. 

Tim form of the pro forma ac- 
counts of “ Maharaja ” and 
" Ahmedi has been settled. 
The accounts of the Commis- 

I sariat Department vill be ex- 
amined by an officer of the 
Cofinneroial Audit Depart- 
ment deputed to Andamans for 
the purpose ; his report is be- 
ing awaited- 

A modified ]g»ropps«d ^ dnd^ 
considcratidd lo Wt §» bom* 

' binbd! audit 

; qn the linesC'cd ':^e office <M the 

Atidit Officer, Ihdian Stores 
Department. A scheme for its 
introducfcion will he framed at 
the first favourable opportun- 
ity. 
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:Nro. 


21 


22 


23 

24: 


25 

26 


Becommendations or observa- 
tions made by the PuhHc 
Accounts Committee. 

Beference to 
Beport. 

Feasibility of exhibiting se- 
parately the expenditure re- 
lating to the Moplah settle- 
ment. 

Report of 1928 — 
paragraph 61. 

Early revision of the Ecclesias- 
tical Buies. 

• 

Ibid — ^paragraph 

62. 

Audit of secret service expendi- 
ture. 

Ibid — ^paragraph 

63. 

Progress of the settlement of 
outstanding claims against 
some Foreign Governments 
and Indian States and of the 
unadjusted balance due by the 
Gwalior Durbar, 

Ibid — ^paragraph 

64. 

Settlement of the form of ac- 
counts of the Security Print- 
ing Press. 

Ibid — paragraph 

65. 

Preparation of capital and re- 
venue accounts of residential 
buildings in New Delhi. 

Ibid — ^paragraph 

67. 


Kemarks, 


It has been foiuid, after consul- 
tation with the Chief Com- 
missioner, Andamans, that 
there are practical difficulties 
in the way of separating such 
expenditure. 


A draft set of rules has been pre- 
pared and the Metropolitan's 
Chaplain has been asked to 
examine them in the light of 
the altered position conse- 
quent on the passing of the 
Indian Church Act and Mea- 
sure. 


The Secretary of State has been 
addressed in the matter. His 
reply has just been received. 

(a) The claim against the Per- 
sian Government is under the 
consideration of His Majesty’s 
Government. (5) The outstand- 
ing claim against the Jaipur 
Durbar has been finally settled. 
The Gwalior Durbar have in- 
timated that out of an out- 
standing balance of Bs. 39,745, 
a sum of Ba. 37,683 has been 
paid. The balance of Bs, 
2,062 will be settled shortly, 
(c) The claim against ail the 
Foreign Governments amount- 
ed to £50,400 of which £16,615 
has been recovered. Negotia- 
tions are still proceeding in 
regard to the balance of 
£33,785. 

The forms of the accounts has 
since been approved by the 
Government of India. 

Please see the remarks in para- 
graph 2 (b) on pa^ 653 of the 
Appropriation Accounts of the 
Central Government (Civil) 
for 1927-28. The reniB of 
buildings in New Delhi have 
since been lecalculated with 
reference to Fundamental Buie 
46-A and Supplementary Buies. 
The Uapital and revenue ac- 
counts will be prepared as 
soon as possible. 
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3sro. 


Becommendations or observa- 
tions made by the Pnblio 
Accounts Committee. 


Beference to 
Beport. 


Bemarks. 


27 


Desirability of coming to a de- Beport of 1928 — 
cision on the points referred paragraph 68. 
to in paragraphs 4 and 6 of the 
Auditor General’s memoran- 
dum on the working of the 
Provincial Loans Fund (Ap- 
pendix X to Public Accounts 
Committee’s Beport on the 
Accounts of 1926-27). 


The matter is under considera- 
tion. 


28 


Possibility of remedying a de- Ibid — ^paragraph 
feet in the machinery for exe- 69. 
cuting repairs to buildings in 
the Posts and Telegraphs De- 
partment which causes large 
variation between estimated 
and actual expenditure on 
“Bepairs to buildings 


Bevised instructions have been 
issued which, it ;is hoped,wili 
enable the spending officers 
concerned to keep their expen- 
diture on repairs in closer 
agreement with the budget 
grants. 


29 


Suggestion to take steps for the Ibid — ^paragraph 
avoidance of over-estimating 70. 
expenditure under the head 
‘ Badio 


With a view to miDimisiug the 
possibility of lapses in future 
substantial lump cuts have 
]jeen made in this section of 
the estimates for the current 
year and it is hoped that the 
experience gained will enable 
the Director General to bring 
estimates and actuals into 
closer touch. 


30 


Enquiry into the comparative 
cost of running the Indian 
Posts and Telegraphs Depart- 
ment and the Indo-Euro- 
pean Telegraph Department. 


Ibid — ^paragraph 
72. 


The Director-in-Chief of the Indo- 
European Telegraph Depart- 
ment has been requested 
through the India Office to 
communicate the results of 
his detailed enquiry in regard 
to the comparative cost of 
running the Indian Posts and 
Telegraphs Department and 
the Indo-European Telegraph 
Department. The reply when 
received will be circulated to 
the members of the Public 
Accounts Committee. 


31 


Desirability of a speedy improve- 
ment in the working of the 
East Indian Bailway Ac- 
counts Office. 


Ibid — ^paragraph 
73. 


It||has been reported by Audit 
that the work of the East 
Indian Bailway Accounts 
Office has shown improvement, 
and that many of the old 
arrears have been cleared* 
The Controller of Bailway 
Accounts is carefully vi^tch- 
ing the progress of w<^k in 
the Chief Accounts Offie^s 
Office through monthly re- 
turns. 



Recommendations or observa- 
tions made by the Ptiblie 
Acconnts Committee. 




Remarks. 


Question of the improvements Report of 1928-" 
in the procedure relating to paragraph 76. 
sales of stores. 


Intimation to the Committee Ibid — ^paragraph 

of the decisions taken regard- 77. 
ing the recommendations of 
the State Railway Workshops 
Committee on the piece-work 
and bonus systems and the 
introduction of cost acconnt- 
ing in workshops. 


Disposal of the building at 
Nagpur no longer required by 
the Railway authorities. 


Enquiry whether the defect in 
the arrangements for shipping 
sleepers after they had been 
passed in Burma was due to a 
defect in the contract itself 
and when exactly the fraud 
came to light. 

Comparison of the expenditure 
on the crew system on the 
lines on which it is in force 
with the recoveries made from 
passengers travelling without 
tickets. 

Loss of revenue through claims 
for hire charges for stock 
loaned to the Mditary Depart- 
ment not having been pre- 
ferred in time. 


Ascertainment of the rules in 
force on the Army side for the 
recovery of the sale-proceeds 
of auctioned materials with a 
view to their adoption, if ne- 
cessary, in the Railway I>e- 
partment. 

Desirability of communicating 
modifications in the Civil Ser- 
vice Regulations by the issue 
of correction slips with as 
little delay as possible. 


Ibid — paragraph 
78. 


Ibid — paragraph 
79. 


Ibid — ^paragraph 
81. 


Ibid — ^paragraph 
82. 


Ibid — ^paragraph 
83. 


Ibid — j^aragraph 

86 . 


Necessary instructions for the 
accounting of stores have since 
been issued ; vide Financial 
Commissioner’s memorandum 
on the recommendation of Sir 
Arthur Dickinson on the system 
I of Stores accounting on Rail- 
ways (Annexure I). 

Necessary instructions on the 
subject have since been issued ; 
vide Financial Commissioner’s 
memorandum on the recom- 
mendations of Sir Arthur 
Dickinson on -workahop organi- 
sation and accounting on 
Indian Railways (Annexure 
11 ). 

The building has since been dis- 
posed of and the original 
cost VTitten back from Capital 
to Revenue. 

The first question is under exa- 
mination. As regards the se- 
cond, it may be mentioned that 
the fraud came to light in 
December 1 921 . 


Necessary information for the 
purpose is still being obtained 
by the Railway Board. 


The procedure has been revised 
with a view to watch being 
maintained over stock loaned 
to the Army Department and 
this will obviate the possibility 
of recovery being lost sight of. 

The procedure on the Army side 
has been ascertained and the 
1 question of issuing suitable 

I instructions on the Railway 

side is under consideration. 


A reprint of the Civil Service 
Regulations has since is^ed. 
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^O. 

Becommendations or obserTa- 
tions made by Public 
Accounts Comirxttee. 

Reference 

to 

Report. 

Remarks. 

40 

Suggestion that only those cases 
of authorisation of expendi- 
ture in anticipation of the 
approval of the Standing 
Finance Commitle® or of pro- 
vision of funds should be 
shown in the Report of the 
Accountant General, Central 
Revenues on the Appiopria- 
tion Accounts of the Central 
Government (Civil) in which 
the Audit considers that such 
approval is necessary in accord- 
ance with the principles 

laid down by the Committee 
but has not actually been 
obtained. 

Report of 1928 — 
paragraph 87. 

The suggestion is accepted by the 
Government of India. 
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APPENDIX in. 

Statement showii^ the re(»>mmendations or suggestions made by the Public 
Ac«>unts Committees of 1923, 1924, 1925, 1926 and 1927 on which action is 
stiU outstanding. 


No. 


1 




Recommendations or observa- 
tions made by tbe Public 
Accomats Committee, 


Reference 

to 

Report. 


I>esirabiHty of amending tbe Report of 1924 
leave rules wMcb seem to be paragraph 33. 
unnecsessarily complicated. 


Remarks. 


, Tbe question is under considera- 
tion. 


% 


Preparation and maintenance 
of an inventory of all Govern- 
ment property, buildings, etc., 
and the question of tbe ade- 
quacy of tbe existing system 
of cbecking dead stock regis- 
ters. 


Report of 1924, 
paragraph 35, Re- I 
port of 1927, para- 
graph 19 and Re- 
port of 1928, para- 
graph 20 (4). 


A memorandum on the subject 
will be circulated to the mem- 
bers of the Committee — vid& 
Appendix Tl. 


3 


Use of the reserve placed at the 
disposal of the Pinance De- 
partment and the question 
of creating a Civil Contingen- 
cies Pimd on the English mo- 
del. 


Report of 1925, 
paragraphs 30 — 33 
and Report of 
1926, paragraph 
12 . 


The matter has been left over for 
enquiry by the Indian Statu- 
tory Commission. Mean- 
while the procedure described 
in paragraph 7 of Resolution 
Ko. D-lieS-A., dated 5th 
May 1927 (Appendix I to 
Public Accounts Committee’s 
Report on the accounts of 1926- 
26) is being observed. 


4 


Treatment of losses of revenue 
due to fraud, defalcation, etc., 
as a form of expenditure, there- 
by bringing them to the 
notice of the PubKo Accounts 
Committee through the Ap- 
propriation Accounts. 


Report of 1925, 
paragraph 38, 
Report of 1927, 
paragraph 35, 
and Report of 
1928, paragi'aph 
20 ( 2 ). 


The matter was discussed at the 
Conference of Financial Re- 
presentatives in November 
1928 and the Auditor Genei^’s 
views on the various points 
raised at the Conference are 
awaited. 


5 


Introduction of a system of in- 
ternal check on Customs re- 
ceipts, which will ensure an 
efficient scrutiny of the collec- 
tion of such dues. 


Report of 1925, 
paragraphs 40-41, 
Report of 1926, 
paragraph 29 and 
Report** of 1928, 
paragraph 21 (i). 


For the action taken on this re- 
commendation, please see pajra- 
graph 7 of Resolution Ho. D,- 
1407- A., dated the 17th May 
1929 (Appendix I to Rufolie 
Accounts Committee’s Re- 
port on the accounts of 1927- 
28). 


6 


Question of enforcing disdpli- Report of 1925, 
nary action on an officer who paragraph 43. 
has retired between the date 
of committing an irregularity 
and the date of its discovery. 


The question is under the consi- 
deration of the Govemmmit 
of India, 
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Ho* 


Recommendations or observa- 

Reference 

tions made by the Public 

to 

Accounts Committee. 

Report. 


Remarks. 


Rormuiation of rules to regulate 
the placing and control of 
contracts in India. 


10 


11 


U 


IS 


14 


Exhibition of •working expenses 
of commercial departments in 
the account and estimates. 


Revision of the Bea Cxxstoms Act 
of 1878. 


Direct access of the Auditor 
General to the Secretary of 
State. 


Amendment of the Government 
of India Act in the manner 
suggested in the Auditor Gen- 
eraFfe memorandum Ko. T.- 
517, dated 30th July 1926 
(Appendix YI in Report of 
1926) to as to remove the ano- 
malous relations betxveen him 
and the Auditor of Indian 
Home Accounts. 


Question of making the Indian 
Stores Department self-sup- 
porting by obtaining more em- 
ployment for it. 


Necessity for submitting out- 
goings on account of Loans 
and Advances to annual vote. 


Question of modifying the system 
of large annual adjustments in 
accounts that are now made 
and substituting accounts ar- 
rangements which will repre- 
sent improved machinery for 
watching liabilities concur- 
rently with events. 


Report of 1926, 
paragraph 49, Re- 
port of 1926, 
paragraph 18, Re- 
port of 1927, 
paragraph 13, 
and Report of 
1928, paragraph 
27. 

Report of 1926, 
paragraphs 10-11. 


Report of 1926, 
paragraph 30 and 
Report of 1927, 
paragraph 16. 

Report of 1926, 
paragraph 33 and 
Report of 1927, 
paragraph 23. 

Report of 1926, 
paragraph 41. 


Orders of the Government of India 
will issue shortly. 


Proposals were laid before the 
Secretary of State in 1927 who 
has decided to postpone^ con- 
sideration pending receipt of 
the Report of the Statutory 
Commission. 

The draft Bill for the revision of 
the Act is under consideration. 


The question has been left for 
examination by the Statutory 
Commission. 


The question has been referred 
to the Statutory Commission 
for examination. 


I 


Report of 1920, 
paragraph 67, Re- 
port of 1927, 
paragraphs 20-21 
and Report of 
1928, paragraph 
31. 

Report of 1927, 
paragraph 10(18). 


Report of 1927, 
paragraph 11. 


The question is still under the 
consideration of the Govotu- 
ment of India. 


It has been decided to deal with 
the question in oonnection 
with the Report of the Statu- 
tory Commission. 

The question is under considera- 
tion. 





109 


No. 


Recomnieniiations or observa- 
tions made hy the Public 
At'count-s Com . ittee. 


15 


r>b3 msion in general terms of 
the Report of the Public 
Accounts Committee in the 
Legislative Assembly. 


16 Separate exhibition of the 

account relating to the non- 
commercial portion of the work 
of the Indian Stores Depart- 
ment connected with the de- 
velopment of Indian Indus- 
tries. 

17 Question of a more systematic 

audit of receipts and stores. 


18 Transfer of the control of the 

roads and buildings in the 
North-West Frontier Province 
from the Military Engineer- 
ing Services to the Public 
Works Department. 

19 Recommendation that an op- 

portunity should be given to 
the Public Accounts Com- 
mittee or the Legislative As- 
sembly to express their views 
before the Governor-General 
declares as non-votable an 
item of expenditure which 
has been votable. 


20 


Examination of the question of 
transferring the control of the 
Indo-European Telegraph 
Department to India. 


Keft'renf'c 

to 

Report 


Report of 1927, 
paragraph 11 and 
Report of 1928, 
paragraph 16. 

Report of 1927, 
paragraph 22. 


Report of 1927, 
paragraph'> 29-32 
and Report of 
1928, paragraph 
20 ( 6 ). 

Report of 1927, 
paragraph 47. 


Report of 1927, 
paragraph 59. 


Report of 1927, 
paragraph 66. 


Remarks. 


A memorandum on the subject 
will be circulated to the mem- 
bers of the Public Accounts 
Committee — Appendix T. 

The question is binder considera- 
tion in consultation with the 
Audit Officer. 


The question is under oonsidara- 
tion. A final decision is not 
likely to be reached when the 
Statutory Commission is sit- 
ting. 

The question is under considera- 
tion. 


The question will be considered 
in connection with the enquiry 
by the Statutory Commission. 


A despatch to the Secretary of 
State for India on the snhjeot 
of the future administration of 
the Indo-Europ€>an T©kgra|ffi 
Department was issued on the 
6th December 1928. No r<^y 
has yet been received. 




Ill 


AISTNEXURE I. 

Memorandum by tbe Financial Commissioner of Railways, on the recomnien- 
dations of Sir Arthur Dickinson on the system of stores accounting on 
Indian Railways. 


1. At the last meeting of the Standing Finance Committee tor Rail- 
ways, Mr. Jamnadas Mehta requested that the Committee shouid be in- 
formed of the views of the Government of India on the recommendations 
made by Sir Arthur Dickinson on the subject of Stores Accounts in order 
that the Committee might be in a better position to deal finally with the pro- 
posals which had been placed before it for the reorganisation of the Superior 
Stores Establishment on State Railways The Financial Commissioner ex- 
plained that Sir Arthu Dickinson's recommendations on the subject of stores 
accounting had not yet been completely examined but that preliminary memo- 
randum on the subject would be placed before the Committee at its next 
meeting. 

2. In paragraph 197 of Chapter IX of his report, Sir Arthur Dickinson 
recommends the complete separation of the functions of purchase and cus- 
tody of stores by constituting a Chief Supply Officer immediately respoiisible 
to the Agent who would be authorised to exercise all the latter's powers of 
purchase. He visualises, however, as an alternative the creation of one Supply 
Department, under an official of the Railway Board, for all State-managed 
Railways. The duties that he recommends should be allotted to the Controller 
of Stores are detailed in paragraph 198 of his report. Briefly, he assigns to this 
official all the duties that the Railway Board propose to vest in him except 
those relating to the pmrchase and supply of stores. 

3. One of the principal features of the proposed reorganisation of t|ie 
Stores Department of the State-managed Railways is the intention, as stated 
in the memorandum placed before the Cbmmitt^ at the last meeting that 

the Controller of Stores dhouM he placed as soon as possible in hia pjDOper 
positicm as the principal supply the Railway and that he should be 

fe^pp^bJe not merely for supplying departments with stores as required but 
for keeping himself fully cognizant of departmental needs, arrangmg for 
for day to day consumption, purchasing stores in the best market and advising 
the Agent generally on matters of supply 

4 The system which the Government of India intend introducing on State- 
managed Railways provides for a clear separation of the following main classes 
of dulies which will be aUotled to the Stores Department : — 

l- 

2. Inspection. 

3. Store-keeping. (Ckistody and Conteol.) 

tte e“i|>loyed on %ny c»ne of tfeese classes pf dn^es Trill work quite indep^- 
pf tke others, but they will all w^k under the oidarri of ^^e OputepHer 
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5. This arrangement gives effect to the main principle underlying Sir 
Axthur Dickinson’s recommendations, namely, that the purchasing agency 
should be kept separate from the inspecting agency, except that the division 
of the duties is not carried right to the top as recommended by him. 

6. The Government of India had carefully considered Sir Arthur Dickinson’s 
recommendations before they finally decided that the responsibilities connected 
with the SuppU^ Insj eotion, Custody and Control of Stores shonld be vested 
in one principal officer of the railway instead of two. The decision was taken 
on grounds both of efficiency and economy. While, as stated previously, 
the Inspection Branch of the Stores Department will be entirely separate 
and independent from the Supply Branch, the Government of India consider 
that a Controller of Stores possessing the experience and qualifications that 
will be leciuired under I he scheme of re-organisation, and whose duties will 
bring him into contact with the practical day to day needs of the various dep^Hr 
ments of the railway, will be in a better position to secure stores of the proper 
quality at the lowest possible price than an officer whose duties are confined 
entirely to purchasing. It may be added that it is intended that a Tender 
Purchase Committee shall be appointed on each railwa r on the same lines as 
the one already constituted on the East Indian Railway — vide paragraph 41 of 
bhe memorandum on the proposal for the Separation of Accounts from Aud^t 
on Indian Railways. 

7. The arrangement contemplated is similar to that in force in the Indian 
Stores Department which provides for a Director of Purchases and a Director 
.of Inspections each subordinal e to the Chief Controller of Stores who is ulti- 
mately responsible to the Government of India for the proper working of both 
branches of the Department. 

8. It is hoped that with this exjdanation the Committee will agree to tibe 
proposals for the re-organisation of the Superior Stores Establishment of 
State-managed Railways. 

9. We shall now proceed to consider the various recommendations relating 
to stores accounting made by Sir Arthur Dickinson. 

10. The Controller of Stores should maintain recor in quantity only of aU 
stores under his aastody in Main Stores^ Shop Stores, Sheds and aU other points 
which cannot put upon the Imprest system, 

(Paragraph 198 of the Report, Part I.) 

This system has been in foice for many years on all railways in India 
and there is no intention of changing it. 

IL The Controller of Stores should have a representative at aU places where 
stores are Jcept includ/mg new construction works, and this representative should be 
responsible to him for the receipt, safe custody and issue of aU stores at these points 
and should keep quantity records t^reof, 

(Paragraph 198 of the Report, Part I.) 

This is the general rule proposed by Sir Arthur Dickinson but he makes m 
exception in paragraph 202 of his report, Part I, in which he says Hfft 
material, both on the track, and on construction mast necessarily mainly be umder 
the custody of engineers in change. 
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Tlie proposed re-organisatioja of the Stores Department contemplates 
the appointment of a representative of the Stores Department on the lines 
recommended by Sir Arthur Dickinson. As he himself recognises, it will not 
be possible to have such representatives at all points (see his recommendations 
in paragraph 202 of the report. Part I, regarding the Imprest system) if un- 
necessary expenditxire in establishment charges are to be avoided. For new 
construction projects a representative of the Stores Department will be ap- 
pointed to the charge of the Stores Depots. 

So far as the responsibilities for receipt, safe custody and issue of stores 
are concerned, our existing system is the same as that outlined by Sir Arthur 
Dickinson. It is based on the principle that a clear distinction should be made 
between stock materials and special stores obtained for major open line works, 

construction and heavy renewals of permanent way. The system is con- 
ducive to both efl&ciency and economy, in-as-much as on the one hand, the acti- 
vities of the Stores Department are confined within its proper sphere, and on 
the other, from the Engineer’s point of view, the collection of materials is 
among the first operations must that be conducted before actual construction 
commences. Double handling and dual control, which are likely to interfere 
with the proper discharge of functions and which involve additional expenditure 
on either side, are avoided. Further, the arrangement of sending such material 
direct to the custody of the engineers does not involve any relaxation of the 
rules for proper inspection of supplies before delivery is taken by the railway. 

12. In defining the functions of the representative of the Controller of 
Stores, Sir Arthur Dickinson says (paragraph 198, Part I) that he should also 
he responsible for keeping a list of construction plant in use and for seeing that 
it is properly disposed of at the end of the work. 

Our existing system in connection with the execution and accounts of new 
eonstmotion provides for proper arrangements, both in the Engineering and 
Accounte Departments, in regard to the maintenance of a list of construction 
plant in use and its disposal on completion of the work, and adequate safeguards 
exist against loss or fraud. Dual control between the Engineers and represen- 
tatives of the Stores Department is undesirable and we prefer to retain the 
present procedure. 

13. (i) The Gontroller of Stores should be charged with the duty of keeping 
ckccourds for all permanent way and construction material as received^ until by 
periodical retwrns received from the Engineers in charge they are shewn to have been 
actually used up on the works in hand* 

(ii) In the case of small permaneM~way material^ this may involve the eons- 
trucMon of a central store on each division from which such fnaterials can be drawn^ 
and for this cental store a stores accotmting system should be maintained both by 
the Controller of Stores and the Accounting Depar m^mt 

{in) Heavy maim'ial, be^ on the track and on construction^ must neces- 
Uarily mainly he under the custody of the Engineers in charge, but the amounts 
"i^^vered to them should he kept on the stores accounting records and the Engineers 
'&^ddb$ Required to render monthly returns of the amount consumed and also of 
mmOBBWinB » 
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the amounts, smh as old rails and other materiak which have come hack from per-- 
manent imy or construction works. 

The above recommendations (paragraph 202, Part I) bear on the subject 
of accounting procedure to be followed in the Stores and Accounts Depart- 
ments in connection with permanent way and construction materials. Our 
observations on Sir Arthur Dicldnson’s recommendations are given seriatim 
as follows: — 

(/) Our existing rules provide for the main stock of such material 
to be kept in the Stores Department, and for imprests in the 
hands of Permanent-way Inspectors and other officers to be 
held under the control of the Engineers-in-charge. The Accounts 
follow facts, and the duty of keeping accounts naturally resist 
with the Controller of Stores in the case of stock and with^the 
Bngineers-in-charge in the case of imprests. In the general 
accounts of Railways, however, the latter is invariably treated 
as part of the stores balance but the detailed accounts are kept 
distinct from those of ordinary stock. We are inclined to think 
that this system is based on proper methods of organisation and 
control and ])refer to -retain it. We are not in favour of dual 
control and duplicate accounting in these matters and are satisfied 
that the existing system is ([uite satisfactory as it provides in 
both cases for regular accounts, both numercial and value, being 
brought under the control of the Chief Accountant, for the 
verification of permanent way imprests by stock verifiers, 
and for a constant watch over the quantities fixed for each 
item of stock or imprest to see that they are not in excess of 
requirements. 

{ii) The institutioii of Central Stores, recommended by Sir Arthur 
Dickinson, is merely a question of practical convenience^ Extra 
cost is invariably involved in establishing such ' Depots C The 
requirements of each railway will be considered on their merits 
and Six Arthur Dickinson’s proposals in this connection will be 
borne in mind when doing so. 

(w) The heavy material referred to by Sir Arthur Dickinson is, as a mie, 
obtained specially for specific works and as already mentioned, 
such material is in the custody of Engineers-in-charge. In accord- 
ance with the principle that accounts should follow facts, our exist- 
ing system requires that proper accoixnts should be maintained by 
the Engineers and not by the Controller of Stores on the basis of 
monthly returns, as is apparently the intention of Sir Arthur 
Dickinson. Further, the cost of such material ought rightly 
to be treated as a liability incurred in connection with the worl^ 
for which they are obtained. The correct method of accountifi^ 
therefore, is to charge the cost of ^uch material to ^ sr^pense 
head in the worto accounts. Our 

suspense head materials at rite ’’ -spnp^f^^purpose and 
i^vprefer to retain it. We to. issue strict 



instructions for a proper control over such materials^ the require^ 
ments of which are 

(u) that materials should be obtained strictly in accordance with 
the detailed provision in the sanctioned estimate and within 
a reasonable time before the commencement of works^ 

(6) that materials not required must be returned promptly to stock 
or to other divisions where they are likely to be utilised, 

(c) that a strict watch should be kept over the correct receipt of 
returned materials and their disposal, 

(rf) that an annual review should be made of the balance at debit 
of this Susi>ense head, as in the case of stores, 

(e) that complete accounts both numerical and value should be 
maintained by the Engineer-in-charge, and regular monthly 
accounts of receipts, issues and balances rendered to the 
accounts Department, and 

(/) that a periodical verification of such material should be carried 
out. 

In certain respects, the above requirements are met by the existing system, 
while in others, new methods of control are proposed to be introduced. These 
arrangements and those referred ta at paragraphs 14 and 17 of this memorandum 
are designed to ensure that materials will not lie at the site of works or any- 
where else without being recorded in proper accounts of the railway under 
the control of the Chief Accountant, 

We realise that it is important that a strict check should be continuously 
exercised to ensure a proper observance of these rules. We propose accord- 
ingly to issue instructions that it should be regarded as an essential part of 
the duties of Stock Verifiers to bring to notice any stores not borne on the books 
of the Railway, and that the Controller of Stores and officers of the Stores, 
Accounts and other Departments should, when on inspections, enquire into the 
observance of these rules. If suitable disciplinary action is taken against 
persons responsible for a failure to observe the rules, the defective procedure, 
with aU its attendant risks of fraud referred to by the Raven Committee, of 
having possession of material not borne on the accounts books of the railway, 
will cease. We propose to insist upon such action being taken in future, 

14, Aecounls to he maintained by the Accounting Department . — Sir Axthui* 
Dickinson’s main recommendations are contained in paragraph 199, Part I 
of his report where he says : — 

The Accounting Department will maintain both money and quantity 
records over all stores wherever kept with the exception of those 
stores held by Permanent-Way Inspectors, etc., as specffied 
in Appendix V for each of which an account in money only 
will be kept by the Stores Accountant and agreed monthly 
with the value of the actual quantity of stores on hand at the 
appropriate depot worked out at issue prices.” 

The procedure which we propose to prescribe will provide for the mainie- 
^hce by the Accounts Department of both money and <pEantity accounts of 
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all stores^ wherever kept, iricliiding the stocks held by Permanent -Way Inspec- 
tors and Imprest holders. And generally we agree with Sir Arthur Dickinson’s 
recommendations that the Stores Accountant need not maintain quantity 
accounts of the classes ol stores referred to jn paragraph 251 of Appendix V 
of his report. Part II. 

15. The detailed procedure of accounting recommended by Sir Arthur 
Dickinson — vide paragraph 249 et seq. of Appendix V of his report. Part II, 
follows in the main, in matters of first importance, that already in force on 
our State-managed railways, and particularly on the East In^aii Railway 
w’here certain revisions of procedure have recently been introduced, except 
in regard to the following : — 

{a) the daily posting in the ledger control accounts of the debits and 
credits (representing the value of the receipts and issues of each 
depot) and of coal transactions. 

Wq agree as regards stores depots. As regards coal we are inclined 
to think that this will introduce an unnecessary refinement 
in the accounts. We propose, however, to investigate this 
question more fully before coming to a final conclusion. 

(6) the employment of tabulating machines already recommended 
for workshops stores accounts, vide paragraph 221 of Part II 
of the Report, and of Burrough^s machines in the Stores Accounts 
office — Vide paragraph 210. 

• We have already decided to employ a tabulating machine as an experiment 
in one of our railway workshops. Further action will depend on the result of 
this experiment. Steps will also be taken as early as possible to examine 
fully the advantages claimed for the Burrough’s machine referred to by Sir 
Arthur Dickinson. 

16. The key note of Sir Arthur Dickinson’s recommendations may be 
said to be the proper maintenance, from day to day of the money accounts 
relating to the receipts and issues of stores under the responsibility of the 
Accountant. We accept this recommendation without any reservation. We 
had recognised its importance before Sir Arthur Dickinson’s mvestigations, 
and put into force at the Howrah Stores Depot of the East Indian Railway 
a system designed to achieve this object with the added advantage that, as the 
work of accounting is done on the spot, it has been possible to reduce the 
nulmber and volume of returns required from the Stores Department officials. 

17. Paragraph 200 of Pari I of the Report , — Action was taken sometime 
back by most railways to prevent stores being drawn by workshops from tie 
Stores Department in advance of requirements. The matter is one, however, 
in which laxity easily creeps in. We accordingly propose to issue general 

iinsisting on the strict observance of this principle, and requiring that 

eCtions should be made by officials of the Mechanical and Accounts Depart- 
ments with a view to bringing to notice any failure to observe prescribed rules. 
We do not anticipate that it will be impossible to adhere strictly to tie rules 
but, if practical difficulties arise in regard to particular siop% we shall consider 
tie system pf accounting recommended by Sir Attiur Dickinson,^^ ^ 

I IB.. of Pcmt I of Dickin- 

son s recommendation follows the practice in force on our Railways. 
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19. Parc^raphs 205 and 206 of Part I of the Report. — We admit the correct- 
ness of what Sir Axthmr Dickinson says in paragraph 205 of his report. 

The position in this respect on the Bast Indian Railway at the time Sir 
Arthur made his investigation was extremely bad. It is still nnsatisfactoxy* 
Special arrangements, including improvements in procedure, have been made 
to overtake all arrears and at the same time deal promptly with new requisi- 
tions. We are not aware that matters are at present in an unsatisfactory 
state on any other railway. We propose, hovrever, to make enquiries and 
take necessary steps to improve the position on any administration where the 
position is unsatisfactory. The basis for determining the maximum stock to 
he held of the various classes of stores was fixed after careful investigation 
and in collaboration with railway administrations. No distinction was made 
between State-managed and Company-managed Railways. We are averse 
to •increasing the limits already prescribed, but will give full consideration 
to the suggestions put forward by Sir Arthur Dickinson if it is found, as a result 
of the enquiry we propose to make, that maximum stock balances have in any 
case been fixed too low to permit of prompt compliance with requisitions. 

20. Paragraphs 207 and 208 of Pari I of the Report, — Instructions have 
been issued to railway administrations requesting them to take special steps 
to see that depots act promptly in requisitioning for stores required to re- 
plenish stocks. 

The question of the transportation of stores to destination has been fully 
dealt with and steps have already been taken to improve the arrangements in 
this respect, 

21. Paragraph 210 of Part I of the Report, — Questions relating to the proper 
stocking and economical disposal of scrap have continuously engaged the 
attention of the Railway Board. Every means possible is taken to prevent 
valuable and useless materials being mixed. Difficulties arise, however, owing 
to insufficiency of storage accommodation but such difficulties are occasionally 
of a temporary nature only. The matter is one that requires constant attention 
and has been impressed on railway administrations. 

y 22. Paragraph 211 of Part I of the Report. — Sir Arthur Dickinson here 
raises a question of far-reaching importance. It wdll be considered separately 
together with other allied recommendations in the Report. 

23. Paragraph 212 of Part I of the Report, — Sir Arthur Dickinson recom- 
mends (1) the maintenance of an up-to-date price list of stores, (2) that issues 
should be priced at the price list rates, (3) that the price list rates should be 
based on the average price (including percentage addition for stores expense) 
of the latent receipts up to an amount approximately equal to the quantities 
on hand, and (4) that the price list should be corrected every month in r^ard 
to those items in which the unit rate in the stores ledger (that is the rate ob- 
tained by dividing the value by the quantity in stock commonly known as the 
average ledger rates) differs from the price list rate by per cent, or more. 

The final effect of Sir Arthur Dickinson’s recommendations is that stores 
issues are priced at average ledger rates. 

The Government of India have not yet come to a final decision as to 

detailed procedure to be followed in the matter of pricing of stores. It is 
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tioped that it will be possible to place their views before the Standing Finance 
Committee for Railways in the course of two or three months. 

24. Paragraph 213 of Part I of the Report, — e agree to adopt Sir Arthur 
Dickinson’s recommendations regarding the preparation of a Manual of Stores 
Accounts. 


25. Sir Arthur Dickinson’s observations regarding the distinction between 
Capital and Revenue stores apparently applies only to the overhead charges 
levied on stores issued to capital works. No other distinction is made or at- 
tempted at present. His observations in this connection will be dealt with 
when considering the recommendations in paragraph 211 of Part I of the 
Report. 

26. The other recommendations connected with detailed procedure 
which are contained in Part II of Sir Arthur Dickinson’s Report are of minor 
importance. They will be carefully considered by us. 

27. It would be convenient now to summarise in juxtaposition our 
conclusions in respect of the summary of the recommendations contained 
in paragraph 214 of Part I of Sir Arthur Dickinson’s Report : — 


Recommendations. 

(a) Classified Price Lists to be 
maintained. 


Ail piircliahes to be made by 
a Purchasinsr Officer. 


(c) The certification and passing 
for pajrment of suppliers’ bills to be 
done by the Chief Accountant. 

(d) Unpriced quantity records to 
be maintained at all workshops, de- 
pots, sites, etc., whence stores are held 
and to be written up with the aid of 
Burrough’s machines at places of 
gujOScient size to warrant the use of 
#tese toechanical aichs. 


Government of Indians eoncltMons. 

This recommendation is still under 
examination. It may be mentioned, 
however, that under existing rules 
complete Price Lists are maintained 
by the North Western and Eastern 
Bengal Railways. Partial Price Lists 
are maintained by the Great Indian 
Peninsula and East Indian Railways. 

Purchases will be made on the res- 
ponsibility of the Agent and Con- 
troller of Stores of the Railway. 
The part of the Stores Dejiartment 
engaged on purchases will be separate 
and quite distinct from the part en- 
gaged on inspection and custody of 
stores. 

This recommendation is in accord- 
ance with the present prescribed 
procedure for all State-managed Rail- 
ways wliich it is proposed to retain. 

The first recommendation is agreed 
to. 

As regards the second it is jiroposed 
to investigate fully the advantages to 
be gained bys he use of the Burrough’^ 
machines for the purposes 
ed, before taking a feal deeiaiWa whe- 
ther they should be employed or mot. 
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Meeommsndatio^is, 

(e) Issues from depots to be made 
ou authorised requisitiom only, and 
nofc more than one item to be entered 
on each requisition. 


(/) Stores trains to be used for the 
replenishing of stocks earned by sta- 
tion masters, train examiners, etc. 


{g) Ail materials returned to store-s 
to be classified on receipt and scrap 
to be further inspected by a Stores 
€k)mmittee before being sold. 

(h) The Accounting Department 
to maintain in the Stores Accounting 
Division in the Central Office detailed 
quantity and money records for each 
commodity at each depot, excepting 
only Permanent-Way Inspectors’ De* 
pots, etc., as particularised in the 
Api^ndix. 


Govermnent of Indtas ecmchmom. 

This first recommendation is in 
accordance with the pr^ent prescribed 
procedure for all State-managed Rail- 
ways ^hich it is proposed to retain. 

As to the second, many railways 
have adopted this }>rocedure recently. 
It has many advantages but the great 
disadvantages in employing it is, that 
the consumption of forms is \ ery 
largely increased and there is multi- 
plication of entries in the accounts, 
with the inevitable rchult of increased 
labour and increased establishment 
costs. For expeditious compliance 
rvdth requisitions and convenience of 
accounting, it is necessary that there 
should be a separate requisition for 
items stocked in one ward. As In- 
denting officers are at present not 
informed of the arrangements of 
particular wards the alternative course 
of confining each requisition to one 
item only is adopted- When the 
stores depots have been fully re- 
organised, it -will be possible to devise 
a system by which all Indentors will 
be acquainted with the stocking ar* 
rangement>s of Stores Depots, and to 
work efficiently the system of framing 
Indents as for each ward. 

There are distinct advantages in 
the procedure recommended. It has 
been worked occasionally on some 
railways. Railway administration will 
be instructed to adopt it more gene- 
rally. 

This recommendation is in accord- 
ance with the present prescribed pro- 
cedure for all State-managed 
ways which it is proposed to retain. 
Vide paragraphs 14 to 16 of this 
memorandum. 
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Re€omniendaiions» 

{}) The Acconuting Department 
to maintain in a subsidiary ledger 
control accounts in money only for 
eachi depot and the Chief Accountant 
to govern these by one naain stores 
control account for all depots in the 
General Ledger, 

(k) Every item of stock at every 
depot to be verified by the 
Chief Accountant’s Permanent Stock 
Checkers by actual count, weigh- 
ment, etc,, at least twice a year and 
discrepancies investigate and 
adjusted. 


Gorermmnt of Indians oonchmmis^ 
Accepted. We have a similar pro- 
cedure in force at present. 


We propose to retain our existing 
order which provides for a complete 
verification at least once a year of 
each item of stores in the custody 
of the Stores Department and at 
least once in two years of permanent- 
way materials in custody of Engineers 
and Permanent-Way Inspectors. This 
will include the 'verification of all 
materials at site of works. We shall 
also prescribe that stores in custody 
of all imprest holders should be veri- 
fied at least once in two years. 
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ANNEXURE IL 

Memorandum by tlie Financial Commissioner, Railways, on the recom-^ 
mendations of Sir Arthur Dickinson on workshop organisation and 
accounting on Indian Railways. 


1. Sir Arthur Dickinson’s recommendations on the subject of workshop 
accounting are contained in Chapter X of Part I of his Report and in Appendices 
VI and VII of Part II of his Report. 

2. He summarises his recommendations in the following terms ; — 

that a system of planning, progressing and scheduling be adopt- 
ed in all railway workshops, and that a new sj’^stem of cost 
and general accounting he put into force under a workshop 
accountant,” and 

that all expenses incurred in connection with the workshops which 
cannot he allocated direct to any specific job or jobs, 

Repairs to Plant and Machinery, superintendence and depre- 
ciation be included as overhead expenses and distributed over 
the output as a percentage addition to direct labour costs.” 

3. The first and most important recommendation that Sir Arthur Dickinson 
makes is that a system of planning, progressing and scheduling be adopted 
in all railway workshops. 

We are in entire agreement with Sir Arthur’s views on this subject and 
in recent years we have, of our own motion, undertaken the reorganisation 
of our workshops giving prominence to the introduction of a proper system of 
planning, progressing and scheduling. We recognise that without it efficient 
and economical workshop administration cannot he obtained. 

Considerable advance in these matters has already been made in the 
Great Indian Peninsula Railway workshops at Parel and preliminary measure© 
have been taken to introduce these reforms in ail the other workshops of our 
State-managed Railways. We propose to take special steps to accelerate the 
complete introduction of the system in our larger workshops. 

The importance of the question is also fully recognised by the Company- 
managed Railway. 

Sir Arthur Dickinson himself states that the detailed system he has re- 
commended follows the same general lines as that adopted on the Great Indian 
Peninsula Railway shops at Parel which he describes as a system based 
upon the latest and most up-to-date methods 

It is our intention to secure that the system introduced in each rail- 
way workshop is as efficient as that adopted in the Great Indian Peninsula 
Railway workshops and described in Sir Arthur Dickinson’s Report, but we 
propose, for practical reasons, to let individual Railway administration develop 
their own detailed production methods. This is necessary if the greatest 
degree of efficiency and economy is to be attained. 

4. We would like to make it clear, however, that we ftdly accept the 
method of organisation outlined in paragraph 219 of Part I of Sir Arthur 
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Dickinson's Report, subject to sucb minor modifications as may be necessary 
to meet tbe local conditions or to suit the requirement of smaller shops. We 
also accept the suggestion made in paragraph 220 of his Report that periodical 
meetings should be held at least once a month under the chairmanship of the 
Works Manager for the discussion of matters of importance. 

5, In regard to matters of accounts. Sir Arthur Dickinson recommends : — 

(?) that the general system of accounting should be revised in certain 
respects, 

f??) that <i proper system oi costing should be introduced, and that 
separate costs should be ascertained for each new or re- 
]>aired locomotive and for each batch of new coaches or wagons, 
while all repair^ of coaches and wagons should be charged out 
on four orders only, viz,, 

Upper Class Passenger carrying Vehicles ; 

Lower Class Passenger carrying Vehicles : 

Other coaching Vehicles ; 

Wagons ; 

for each of which orders a total cost should be obtained, which 
by comparison with the number of vehicles, would give the 
average cost per vehicle. (Paragraph 225, Part I.) 

(ui) that accurate labour costs should be obtained by taking the 
average rate of all (a) skilled workers, and (6) semi-skilled workers 
in each shop. (Paragraph 228, Part I.) 

^w) that certain items of expenditure which are at present debited 
to final heads of the Revenue Accounts should be charged oS 
to jobs as overhead expenses. (Paragraph 230, Part I.) 

(v) that overhead expenses should be allocated to each separate shop 

as far as possible and that shop and general charges should be 
divided in proportion to the labour costs of each shop and tib.e 
total labour costs of the whole workshop, respectively. (Para-* 
graph 231, Part I.) 

(vi) that a system of mechanised accounting should be introduced for 

compilation of cost data and records, (Paragraph 402, Part II..) 

6. Sir Arthur Dickinson’s recommendations in regard to the main accounts 
of the workshops difier only slightly from our existing procedure, except in 
that he advocates the use of the sorting and tabulating, the Dalton, the Reming- 
ton adding and the Burroughs machines for various purposes. 

We are in favour of the proposal to employ machines, but we wish to 
l>e satisfied by experiment that it will prove profitable to do so. Even in 
our biggest workshops a doubt exists whether there will be sufficient wotk 
for a tabulating machine. We have, however, already decided to employ 
fhis machine, and follow as closely as possible Sir Arthur Dickinson’s recom- 
mendations as regards detetiled procedure, in the Tatanagar wcuksho]^ ; 
^ the Moghalpura workshops of the North Western Railway have also 
memMy been making use of a Hollerith tabulatnpg machine. We shall 
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iiilso tiy out the Dalton and Burroughs and Remington adding machines 
tor the purposes recommended by Sir Arthur Dickinson* 

7. Costing units. — (a) In paragraph 225 of the Report, Part L Sir Arthur 
Dickinson has recommended that separate costs should be obtained for each 
new or repaired locomotive and for each batch of new, or each class of 
repaired, carriages and wagons. 

(6) The adoption of the locomotive as the unit of cost is in accord with 
the views expressed in paragraph 156 of the Report of the State Railways 
Workshops Committee, 1926, from which an extract is given below ; — 

We consider it necessary to express our disapproval of the practice 
that has in recent years been adopted of chargiiiu all repairs 
to engines to one Standing Work Order. This has practically 
resulted in the costing system running to seed and in the 
Standing Work Order for repairs being used as dumping ground 
for outstanding balances. It is a pity that, while history sheets 
of locomotives appear to be carefully maintained and show 
mileages and details of periodical overhauls and of other repairs, 
the lumping of work orders has rendered it impossible to indicate 
simultaneously on the history sheet, the cost of such repairs. 
The extra expense that may be involved in the cost of allocating 
charges to each locomotive or various types of locomotives w'ould, 
in our opinion, be fully justified, as the extremely valuable infor- 
mation that will be rendered available thereby would allow of a 
close and incessant watch kept over the expenditure on repairs/^ 

(c) As against the above view it can be argued that if the average cost 
of repairing the same component part of all engines, or of each class of 
engine, be recorded, a sufiiciently accurate estimate of the repair cost of any 
individual engine is available by reference to data relating to the details of the 
actual repairs carried out on that engine, and that w-hen it is desired to ascertain 
the actual outlay on repairing a particular engine, arrangements may be made 
in advance to follow this throughout the workshops by the use of special labour 
and material vouchers. 

(d) But such arrangements are likely to come too late to serve any practical 
purpose in efiecting economies in the expenditure on repairs. We admit 
that undue overlaboration of cost accounts, which must necessarily involve 
additional labour and expense, must be avoided ; and that the costing 
details must be reduced to a minimum ; but at the same time we feel that 
such details mxxst not be reduced to such an extent as to defeat one of the 
most important objects of cost accounts, viz., control over expenditure. It 
appears from the Report of the State Railways Workshops Committee that 
a continuous record of costs of occasional repairs and periodical over- 
hauls, maintained in history sheets in addition to the details thereof, is 
an invaluable aid in keeping down the expenditure on repairs by a close 
and constant watch over the repair costs from time to time of each indivi- 
dual locomotive ; and that the advantages derived from such a record, more 
than fully repay the additional expenditure involved in its up-keep. 
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(<?) It seems to be the intention of the Committee that the watch over 
repair costs should be directed not only to heavy expenditure on such repaiirai 
as may be necessary but also to cases in which a locomotive or a boiler has ceased 
to be w’orth repairing. This seems to be borne out by the following observa- 
tions of the Committee on the subject of oncost : — 

Fuirfcher, were the indirect charges of the nature we have spoken 
of above caught up in the routine of costing and presented to 
the Chief Mechanical Engineer, he would have, in our opinion 
considered it in many eases, cheaper to replace it with new 
stock than to carry out repairs. We have noticed, specially 
in the case of boilers and wagons, repairs being carried out at a 
stage when they ought to have been condemned and broken 
up.*’ 

(f ) As regards boilers, it will not be out of place to quote the following 
remarks contained in the Report : — 

No reliable figures seem to be available on Indian Railways of com- 
parative cost of the up-keep of a boiler during, say, the first 
ten years as compared with subsequent years, but the general 
experience in India certainly confirms the results of experi- 
ments conducted in Europe and America which all go to show that 
the cost of repairs to a boiler during the second ten years of its 
liferapidly rises to a figure which is out of all proportion to the 
original cost of the boiler.” 

(g) The views of the State Railway Workshops Committee are in accord 
with those on the subject of repairs of workshop plant, as expressed in the 
following terms in a standard work on Factory Administration and Cost 
Accounts : — 

‘‘ There is undoubted difficulty in controlling any class of works 
expenses when open accounts or standing orders are used hj 
the shops, for the net effect of issuing a list of standing orders 
is to give carte blanche authority, from an accounting point of 
view, for any amount of expenditure by the Shops under each 
or any of these orders. In practice, the foreman’s responsibility 
to the Works Manager means the exercise of some discretion 
in the amount of expenditure. The Works Manager’s criticism, 
however, is apt to come after the event, while, if the periodical 
expenditure folloivs a normal average, no matter if really high, 
the Works Manager can hardly criticise it since he can rarely 
be in a position to say what it ought to have been. These 
remarks apply with special force to works repairs, the expen- 
diture on which is so susceptible to judgment or discretion. 
The use of individual plant orders, is, therefore, recommended 
to cover each repair just as in the case of additions.” 

(h) Further, the recognised commercial practice in regard to plant gene- 
rally m to keep in the Plant Record a continuous record of the cost of eadb. 
repair of particular plant. Such a r^otd serves a useful purpose in the 
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exercise of necessary control and in particular, aims at the important object 
of bringing prominently to notice whether it would ch«="aper to replace 
than to repair the existing plant. It is well-known that repairs on a plant 
tend to increase as time goes on until the repairs become so great that it is no 
longer economical to operate the plant’^ It is quit ^ obvious that the more 
expensive the plant the greater is the economy effected by a proper control 
over expenditure in this direction and naturally therefore this consideration 
ought to carry very great weight in the case of locomotives used on Railways, 
which are very expensive both in initial cost and in repairs. 

(i) We consider that it would be useful to compile cost data for each 
individual engine in order to have an accurate idea of repairs, and to form 
a correct Judgment of the efficiency of each engine on the line. 

S'or new locomotives, we consider it sufficient to ascertain costs of each 
batch of locomotives of the same type constructed or assembled at one time, 
as is done at present. 

As regards carriages and wagons, we agree fully with Sir Arthur Dickinson\s 
recommendations. 

8. Averi^ing of wages . — In paragraph 228 of the Report, Part I, Sir 
Arthur Dickinson has pointed out that as incremental rates of wages are in force, 
the labour costs based on actual rates of wages do not correctly represent 
the value of the grade of work done, and he has therefore recommended 
that the average rate of skilled and semi-skilled workers in each shop should 
be taken for purposes of labour costs. It may, however, be mentioned 
that the adoption of averages, instead of actuals, would be in direct contraven- 
tion of the fxmdamental principle that accounts should represent facts. It 
would also introduce a further complication in the workshop accounts and 
require a close watch over unabsorbed balances, as set forth in paragraph 237, 
Part I, of the Report. On the other hand, there seems to be little or no practi- 
cal advantage in the averaging of labour costs and we do not, therefore, see our 
way to giving effect to this recommendation. 

There is also the point that the rate of wage for an individual work- 
man is determined mainly with reference to his efficiency and as the work 
on which he is employed will benefit in relation to his degree of efficiency, 
it is only fair that it should be debited with the cost of his wages and not the 
average of his class. 

9. Inelmim of overhead charges in the cost of jobs. — (a) Sir Arthur Dickinson's 
proposals are contained in paragraphs 230 and 231 of Part I of his Report. 
Paragraph 231 treats of the basis for distributing the overhead expenses. He 
recommends that as the railway workshops are organised for the manufacture 
and repair work of the railway only and are not operating for profit, the basis 
of a percentage on direct labour cost is sufficiently accurate for all purposes. His 
detailed recommendation would seem to require :~ 

(1) that overhead expenses which cannot be allocated to an indi- 
vidual shop should be distributed oyer the various shops in 
the proportion that the cost of labour in each shop bears to 
the cost of labour in aE the shops combined, 
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(2) that overhead expenses which can be allocated to each separate 

shop should be so allocated direct, 

(3) that when all overhead expenses have been so allocated to iur 

dividual shops the percentage which the overhead expenses 
so allocated to each shop bears to the total cost of labour in 
that shop should be expressed as a percentage and the over- 
head expenses should then be distributed over the various job« 
in that shop by that percentage on the cost of the direct labour 
employed on each job. 

Our existing rules provide for the distribution of such charges, as are 
classified as overhead expenses and general charges, on a direct wages basis. 
The Grreat Indian Peninsula Railway, however, has recently applied the m<5re 
scientific and up-to-date system of separate hourly rates for men and for 
machines, but this system has not been introduced fully and the percentage on 
wages basis is still prevalent in many cases. On a full consideration we agree 
with Sir Arthur Dickinson that the percentage-on-wages basis gives sufficiently 
accurate results for all practical purposes and we propose therefore to adopt 
it on all our State-managed Railways. 

(6) (i) Sir Arthur Dickinson recommends that the following charges should 
be included as overhead expenses : — 

(1) Work done in the shops, such as repairs to machines, tools and 

other plants, 

(2) Wages of foremen, timekeepers, etc. 

(3) Salaries of supervisory and administrative stag (including a pro- 

portion of Provident Fund Bonus and Gratuities for good 
service). 

(4) Other charges to workshops originating in the Central Account- 

ing office or in other Departments of the Railway. 

(5) Depreciation. 

He adds that on no account should interest in any shape or form be included 
in overhead expenses. 

(ii) Our existing rules on the subject provide as follows : — 

In framing estimates for the Home line, other Railways, or Govern- 
ment Departments, or for the public, for work to be executed in State-managed 
Railway workshops, provision must be made for the following percentage 
charges calculated on the estimated outlay on labour and stores : — 

(i) Supervision * . . , ^ . 5 per cent. 

(lii) Interest on Buildings and Plant, Depreciation 
of Plant and Maintenance of Buildings ^nd 
Plant . . . , . , . . 5 per cent. 

(m) Pr<^t, charged only to other Railways (except 
State-manned Railways), outside puWm 
(except employees of the Home line), ard 
all Government Departments . . . * 10 pier cent.. 
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(1) The charge fox p:rofit, on work done in State- worked railway shop« 
fox other railways, may he foregone by mutual agreement, or should be levied 
at such higher or lower rate than 10 per cent, at which other Railway Adminis- 
trations may agree to reciprocate. 

(2) No debit will be raised on any of the above three accounts for works 
debitable to the Revenue Account of the Home line. In the case of w^orks 
executed for its Capital Account, the percentage charge for (ii) only will be 
levied, and that only where the cost of the work done in the shop exceeds 
Rs. 1,000. 

(3) The estimated outlay on stores in the case of work done for other 
railways (except State railways worked or under construction by the State) 
and for the public, is the book value increased by 10 per cent. 

^(4) The 15 per cent, for supervision and profit need not be charged on 
work done bona fide for employes of the Home line, or on works not exceeding 
Rs. 600 in cost, executed for Indian Auxiliary Force Corps connected with State- 
worked railways provided that no additional establishment is entertained 
for such works ; but the percentage charge for (n) above miis>t be debited to 
such works. 

(5) In the case of works or repairs, not exceeding Rs. 500 in cost, under- 
taken for any other railway, all the charges specified in this paragraph may 
be remitted, in reciprocation of a similar waiving of such charges by such 
railway."’ 

These rules are framed on the assumption that as the railway work- 
shops have been designed and are primarily intended for the repair and effective 
maintenance of the rolling stock and machinery of the railway, it is unnecessary 
to elaborate the system of accounts and costing on the basis adopted by com- 
mercial concern working for profit. 

{iii) The subject is one that claimed the attention of the Raven Com- 
mittee which recorded the following views in paragraphs 15©^ and 160 of their 
Report 

'‘'Repairs to Machinery and Plant ia railway workshops total up to 
large sums of money per annum for each railway and affect 
directly the costs of maintenance^ and repairs of rolling stock.. 
The recognised practice in wx>rks costing is to treat these- 
charges as elements of oncost that would enter finally into* 
the cost of repairs. The practice that obtain® of allocating* 
these charges to a final liad of account in the Financial (as* 
distinguished from Cost) Ac<xmnts, is responsible for this import- 
ant factor being l<^ sight of in considering the cost of a unit 
of heavy repairs. It would certainly be more satisfactory if 
a method were devised to allow the expenditure on repairs to 
machinery in workshops to be included in arriving at the cost of 
repairs.” 

There are other simiiar itmss of expenditure which find their way 
to different detailed feml heads under differmt Abstracts "" 
of Revenue Expenditure, which may profitably fee worked into 
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workshops repair costs, for instance, proTident fund bonus to 
workshop employees and customs duty and freight charges incurred 
on stores supplied from Stores Depots for work on Revenue 
account. Expenditure incurred in the Stores, and Accounts 
Departments, with respect to the services rendered by these De- 
partments to the workshops, as well as expenditure on certain 
classes of superior supervising and clerical stafi, now charged to 
General Administration ’’ may perhaps be susceptible of like 
treatment in accounts. In any case, such charges have to be 
considered in instituting comparisons, as between any two work- 
shops with regard to the economy and eflGLciency with which repair 
work is being carried out. Further, 'were the indirect charges of 
the nature we have spoken of above caught up in the routine 
of costing and presented to the Chief Mechanical Engineer, he 
would have, in our opinion, considered it in many oases, cheaper 
to replace it with new stock than to carry out repairs. We have 
noticed, specially in the ease of boilers and wagons, repairs being 
carried out at a stage when they ought to have been condemned and 
broken up. So long as the final administrative control is vested 
in the Government of India and the principle of healthy emula- 
tion as between railways is recognised, the advantages of making 
cost or financial results comparable in some more details wifi 
be manifest and wiU afford a satisfactory rejoinder to the naive 
protest commonly met with, that these are refinements in ac- 
counting that are not justified in actual practice.” 

(iv) We have re-examined the question fully and as we are of opinion 
that the value of each job undertaken in a workshop should represent as 
closely as possible what it actually cost to produce, ascertained on a basis 
similar to that adopted in commercial undertakings, we agree to include as 
overhead charges all the items of expenses mentioned by Sir Arthur Dickinson, 
except that the charges for salaries of the supervisory and administrative 
staff we propose, for the present, to confine to the Workshop Manager and his 
subordinate establishment. Provident Fund bonuses and gratuities of the 
labourers and other establishments whose wages are charged to the workshops 
will be included in the overhead expenses debited to the workshops. 

(v) We consider that the question whether it would be proper to include 
as overhead expenses, charges for the salaries and allowances of other super- 
visory and administrative staff and interest charges requires further examina- 
tion. Sir Arthur Dickinson gives no reasons for excluding charge for interest 
in the cost of jobs tmdertaken in workshops, while for collieries he recommends, 
in order that a comparison might be made with the market price of coal, that 
the price of the output of the Railway collieries should include a percentage to 
cover a fair remuneration on the capital at charge. We propose to refer 
separately in a self-contained memorandum for the advice of the Standing 
J^inance (k>mmittee for Railways the following questions : — 

(1) whether the charges for the headquarters supeirvisory and admi- 
nistrative staff should be ineliided as overhead charges forming 
part # the cost of jobs undertaken in workshops ; 



129 


(2) wlietlier sucli ckarges should be taken into account in fixing the 
issue price of stores, and of coal raised in railway collieries ; 

(5) whether the issue price of stores should include a charge for other 

adioinistration and clerical expenses as recommended by Sir 
Arthur Dickinson in paragraph 211 of Part I of his Report ; 

(4) whether the issue price of coal raised from railway collieries, of 
stores, and the cost of Jobs undertaken in railway workshops, 
should include a charge for interest. 

10, Minor points , — The following remarks are offered in connection with 
the minor recommendations contained in Sir Arthur DicMnson^s Report ; — 

(a) In paragraph 232, Parti, of the Report, Sir Arthur Dickinson advo- 
cates the submission to the cost section of all time sheets duly 
priced on completion of each work order and at the end of each 
ten days in the case of standing orders. With a proper systematic 
control on time taken on each Job there seems to be hardly 
any necessity for the submission of time sheets relating to 
standing orders at intervals of ten days. We are therefore 
inclined to think that the system of monthly accounts 
be allowed to continue and that it should be sufficient if in the 
case of distiuct work orders time sheets are ftirnished as soon as 
possible after the completion of the Jobs. If we find in practice 
that delay or want of control occurs in working on the monthly 
system we will adopt the system recommended by Sir Arthu^- 
Dickinson. 

(6) In paragraphs 234 and 235, Part I, of the Report, Six Arthur Dickinson 

recommends that loose-leaf cost ledger in the costing section 
and a workshop ledger in the Accounts section should be main- 
tained, and that the latter should be closed by the tenth of the 
following month- The existing system of Workshop Account 
provide fox satisfactory records to serve the same purposes as the 
Ledgers referred to above. We propose to leave it to the Rail- 
way administrations to adopt either procedure, but we shall 
insist on action being taken to speed up the preparation of the 
Workshop Accounts, 

(«) In paragraph 236, Part I, of the Report, Sir Arthur Dickinson recom- 
mends that completed costs in full detail should be in the hands 
of the Works Manager and other officials within five days after 
the close of the ten-days period. We propose to make arrange- 
ments for supplying the completed costs within five days after 
completion of the work order or close of the month, as the case 
may be. 

{d) In paragraph 237, Part I, of the Report, Sir Arthur Dickinson 
recommends that all unabsorbed balances should be watched 
carefully from month to month to see that they are kept low 
and that rates are adjusted as soon as such balances are appre- 
ciable. We agree with this recommendation. It is a matter 
to which we have always given particular attention. 

HeiOPBFia I 
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(e) Time Clocks. (Paragraph. 364 of Part II, of the Report). — ^We 
agree with Sir Arthur Dickinson’s views and will experiment with 
the use of Time Clocks. 

(/) Printing Press Accounts, (Paragraph 464 et seq, of Part II^ of 
the Report). — Sir Arthur Dickinson’s recommendations imply 
the maintenance of a system of accounting under which the 
cost of each form printed in the Press will be completed, and that 
the coBbumiog department shonld be charged with the valne 
of stationery aiid forms iised by it. We agree to follow his re- 
commend ations. 

11. We would like to make it char that it vill take a fe-w years before 
we fully re-organise oni* workshops and the system of workshop cost accounting. 
Special steps will have to be taken to secure the services of qualified Production 
Engineers and Cost Accountants. 
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Grant, 

Eipenditnre. 

Less 

Mote 




tkan 

tkan 




Granted. 

Granted. 


Ks. 

Rs. 

Bs. 

Es. 

r Voted 

15,15,000 

13,84,339 

1,30,661 

« « 

57, Agricnitiire . . . . < 

2,39,60$ 

12,094 


l^Kon-voted .. 

2,51,700 

• t 

f Voted 

6,80,000 

6,43,897 

36,103 

• > 

58. Civil Teterinarj Ser- 4 


5,003 


vices. on-voted .. 

64,500 

59,497 

* • 

r Voted 

2,62,000 

2,03,768 

58,232 


59, Indnsitiea .. ..*< 




l^Non-voted .. 

15,05,692 

12,55,952 

2,49,740 

- 

f Voted 

10,14,000 

10,06,624 

7,376 

# # 

bO. Aviation .. ..-i 


l^Xon-votcd 

dylBO 

4,021 

729 

•• 

rVoted 

2,59,000 

2,19,253 

39,74:7 

• « 

Commercial Intelli--< 




gencc and Statistics. {^Non-voied . . 

4ipiZ 

46,989 

54 

.. 

rVoted 

46,000 

39,790 

6,210 

* « 

62. Emigration — Internal -1 



X^Non-voted . . 

17,326 

17,323 

3 

m m 

rVoted 

1.89,000 

1,82,163 

6,837 


68, Emigration— External •< 




[^Non-voitd . . 

66,223 

59,915 


4,692 

fVoted 

1,41,000 

1,34,192 1 

6,808 


64, Joint Stock Companies-^ 


[^Non-voted . . 

S,000 

3,279 \ 

.. 

279 

f Voted 

2,29,000 

2,01,296 

27,704 


66, MisceEaneons Depart^ 


ments, \^Non-voied .. 

77419 

76,514 

905 


f Voted 

16,34,000 

15,08,898 

66,102 


66. Indian Stores Be part- -e 


ment. [^Non-voted 

84,000 

83,973 

27 

•* 

r Voted 

73,19,000 

69,65,089 

3,63,911 


67. Cnrrency ,, 



1,36,000 

1,22,791 

13,209 


r Voted 

17,72,000 

15,03,552 

2,68,448 


68. Hint ,, ,.4 


l^Mofi-voted . . 

1,05,000 

1,03,618 

1,382 


f Voted 

1,47,23,000 

1,37,83,936 

9,39,065 


Ovil Works , 


\Ar<w-t?0k2d . . 

2040,063 

20,22458 

$405 
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ExpKsmrruBB oom* 
PABKD WITH OEABTf . 

Niamfoer and nam© of Grant. 

Grant. 

Expenditure. 

Less 

than 

Granted. 

Mom 

than 

Granted. 

rVoted 

Rs. 

42,62,000 

Es. 

38,47,628 

Bs. 

4,14,472 

JBi. 

70. Superannuation Allow- ^ 



ances and Fensiona. ( 

No7i~voied . . 

2,23,89,012 

2,18,55,416 

7,33,599 

.. 

71. Stationery and Print- -d 

'Voted 

34,63.000 

25,64,257 

8,88,743 




ing. 1 

Non~voted . . 

62,700 

60,713 

1,987 


( 

'Voted 

22,36,000 

18,68,060 

3,67,950 


72. Miscellaneous . . 


1 

^Non-voted • . 

44,72,121 

43,09,667 

1,62,444 

.. 

72A. Miscellaneous Ad* 

'Voted 


3,50,431 


3,431 

juatxnents between Cen- < 



tral and Provincial 

Non^voUd . . 

. , 

. . 

• * 

* • 

Governments. 






f 

'Voted 

75,68,000 

77,16,481 


1,67,481 

73. Refunds .. .J 





1 

^Non-voted . . 

1MJ2,637 

1,95,67,671 

2,44M6 

.. 


"Voted 

09,68,000 

96,77,371 

2,90,629 

» • 

74. Kortli- West Frontier -d 




Province, 1 

^Non-voted . . 

1,30,35,188 

1,28,73,036 ^ 

1,62,152 

.. 


^ Voted 

27,62,000 

27,40,182 

11,818 I 

ft ft 

75. Baluchistan - • < 




1 

on-voted .. 

45,43,320 

45,19,822 

23,498 

.. 


r Voted 

38,92,000 

37,67,070 

1,24,930 

» « 

76. Delhi .. J 







IN on-voted . . 

3,64,293 

3,37Mt 

27,292 



Voted 

15,38,000 

13,43,117 

1,94,883 

* » 

77 Ajmer-Merwara . . 






\^Non-voted .• 

1,25,770 

1,24,067 

1,703 



r Voted 

41,16,000 

36,61.385 

4,94,615 

ft » 

78. Andamans and Mcobar-^ 

f 

i 


Mands. 

[^Non-voted . . 

2,07,700 

1.80,957 

26,743 



r Voted 


6,20,118 

24,882 

« • 

7^. Bajputana ..-s 

t ! 

k 



14,060 


l^Non-voted .. 

7,90,582 

7,76,522 

•* 


f Voted 


6,35,487 

46,513 

* * 

80, Central India . . 

1 

\ 






6,79,233 

6,58,246 

20,987 

" - 


f Voted 

85,000 

43,352 

41,648 

• * 

81. Hyderabad . . - 




7,210 


\^Non-voted . . 

3,14,640 

3,07,430 

\ 
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Exm^N^DiruaE com- 
pared WITH GhAHT. 

Humber and name of Grant. 

Grant. 

Expenditure. 

Less 

than 

Granted. 

More 

than 

Granted. 


Hs. 

Rs. 

Rs. 

Rs. 

82. Expenditure in England f Voted 

15,31,000 

13,29,752 

2,01,248 

• % 

under tbe control of < 





the Secretary of State on-voted . . 

17,27,000 

15,79,715 

1,47,285 

• • 

for India. 





83, Expenditure in Eng- f Voted 

21,32,000 

13,36,049 

7,95,951 


land under the control < 




9 

of the High Commis- \Xoii-voUd 

39,78,000 

37,53,1! 7 

2.24,823 

. * 

sioner for India, 





Ecclesiastical 

29ySl,U9 

20,HS,655 

.. 

7,496 

Political 

96,89,696 

98,12,367 

•• 

2,22,671 

Erontier Watch and Ward 

123,62.294 

1,27,47,033 


3,84,719 

Territorial and Political Pensions 

30,58,805 

28,60,956 

1,97,939 

.. 

Bangalore 

12,13^21 

11,81,642 

31,579 


Western India States Agency 

13,69,194 

13,09,046 

60,148 

.. 

f Voted 

15,10,91,000 

14,16,67,129 

96,85,023 

1,61,162 

Total 



l^Non-mted , . 

26,44,33,853 

26,41,71,999 

26,64,490 

24,02,636 

B^^ExPIBHDITOTB CHAEGEB to CAnTAL. 
S4, Capitaloiitiay on Security Printing •. 

30,000 

-•9,76,513 

10,06,513 

. . 

85* Forest Capital outlay 

1,000 

•• 

1,000 


86. litigation works — ^Not f Voted 

16,93,000 

6,702 

16,87,298 


emrged to Kevenue. 4 





•• 

1,049 

•• 

1,049 

88* Capital outlay on f Voted 

19,16,000 

12,67,321 

6,58,679 


CnTrency Hote Print- < 



ing Press. l^JUfon-voied ,, 

35,300 

37,256 

.. 

1,956 

90. Cajatal outlay on Vizagapatam Har- 

39,43,000 

29,04,954 

10,38,046 


Ikw. 




f Voted 

25,73,000 

26,79,529 


1,06,629 

91. Oommuted Talue of ^ 


Pensions. . . 

18^^,000 

17,46,690 

.. 

4,11,690 

f Voted 

65,18,000 

39,09,708 

26,08,292 


92. Belhi Capital outlay 


X^Non-wied . . 

7,63,000 

7,48,024 

14,976 

, . 

Capita! outlay on Bombay Land Scheme 

- 

20,74,500 

.. 

20,74,500 

f Voted 

Total . . J 

1,66,74,000 

97,80,701 

69,99,828 

1.06,189 


21,33,300 

46,07,519 

14,976 

24,S9,m 















dumber an I name of Grant. Gr nt. Expenditure. 



Ra. Ra. 

C. — DiSBTJBSEMIlJfTS OF LOANS A^fD 

Adtakcss. 


§3. Interest Pree Advances . . . . 1,01,33,000 93,73,508 

§4, \oans and Advances bearing Interest 8,74,23,000 8,80,35,971 

Total voted .. 9,75,50,000 9,74,09,479 


E3:FESDiiri.JC com- 

PAunn WITH Gbaht. 


Less More 

than than 

Granted. Granted, 


Pvs. Ks. 

7,59,492 

6,12.971 
"^,492 6,12,971 


Total Civil . . 53,18,88,153 

Voted . . 20,53,21,000 

Non^voted • . 2 K6S,67,US 
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j Expenbittob com- 

PABEB WITH GbaHT. 

Number and name of Grant. 

Grant. 

Expenditure. 

Less 

than 

Granted. 

More 

than 

Granted. 


Es. 

Bs. 

Rs. 

Bs. 

PART II.— POSTS AND TELEGRAPHS. 

A. — Expenditure charged to Revenue. 





f Voted 

10,64,16,998 

10,62,25,766 


8,08,708 

2$. Indian Posts and Tele- < 




grapks Department. \^N on-voted . . 

70,83y000 

07,63,840 

3,19,160 

- 

f Voted 

29,75,000 

27,56,470 

2,18, .530 


24. Indo-European Tele- < 


graph Department Von- voted . . 

13,03,000 

11,84,674 

1,18,826 

. . 

f Voted 

10,83,93,998 

10,89,82,236 

2,18,530 

8,08,768 

Total . . 

L Von- voted . . 

83,86,000 

79,48,514 

4,37,486 

. . 

B. — Ext^fiNBITXmiD CHABGEn TO CaHTAL. 





r Voted 

59,90,000 

49,34,310 

10,66,690 


S Capital outlay on I ndian -< ] 




Posts and Telegraphs. )^Von-t?afed . . 

•40,000 

18,597 

1,403 

.. 

r Voted 

—1,96,000 

--2,64,960 

68,960 


88. Capital outlay on Indo-^ 




European Telegraphs. \^Non -voted . . 





f Voted 

67,94,000 

46,69,350 

11,24,050 


Total . 4 


L Von -voted . . 

40,000 

18,597 

1,403 

, . 

Total Foste and Telegraphs 

i2,2r?,91,098 

12,10,18,697 

17,82,069 

8,08,768 

f Voted 

11.41,85.998 

11,36,61,686 

13,43,180 

8,08,768 

Total .J 

on-voted , . 

%4:,00,000 

79,67,111 

4,38,889 

' 
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Number and name of Grant. 



EXPBKDITtJBB COM- 
PABBB WITH GbAHT. 

Grant. 

Expenditure. 

Less 

than 

Granted. 

More 

than 

Granted. 

PART in.— RAILWAYS.^ 

A. — EXPaBITBiTTTBB CHABGEB TO ReVBNUB. 

Rs. 

Rs. 

Rs. 

Rs. 

("Voted 

1. Revenue — ^Railway 

9,43,000 

8,79,000 

64,000 


Board, ]^N on-voted . . 

S, 20,000 

4,71,000 

49/m 

.. 

r Voted 

2^ Revenue — Inspection 

1,48,000 

1,36,000 

12,000 


l^Non-voted . . 

2,81,000 

2,60,000 

21,000 


f Voted 

9,70,000 

8,61,000 

1,09,000 

• «■ 

X Revenue — Audit . . 

\^Non-voted .. 

67,000 

62,000 

5,000 


4, Revenue — ^Working f Voted 

Expenses — Adminis- 

12,49,00,000 

12,69,93,000 

•• 

20,03,000 

tration. ^ {^Non-voied . . 

50,00,000 

41,51,000 

8,49,000 

* * 

0. Revenue — Repairs and f Voted 
Maintenance and Ope- ■< 

39,67,00,000 

39,29,68,000 

37,32,000 

•* 

ration. [^Non-voted . . 

1,00,000 

1,23,000 

.. 

23,000 

6, Revenue — Companies and Indian 

States^ share of surplus profits and net 
earnings. (Voted). 

1,68,00,000 

1,67,14,000 

86,(XK> 

* • 

0, Revenue — ^Appropriation to Deprecia- 
tion Fund. (Voted), 

11,60,00,000 

11,37,66,000 

12,45,000 

•• 

10. Revenue — ^Appropriation from Depre- 
ciation Fund. (Voted). 

10,20,00,000 

10,95,11,000 

1 

75,11,000 

r Voted 

11, Revenue- — ^Misceilane- 4 

20,6fi,000 

19,24,000 

1,32,000 

- 

ous, l^Non-voied . . 

5,70,000 

7,51,000 

.. 

1,81,000 

12, Revenue — ^Appropriation to the Re- 
serve Fund. (Voted). 

4,73,26,000 

4,67,07,000 

16,19,000 


IS. Revenue — Appropriation from the 
Reserve Fund. 

• • 

• • 

. . 

. * 

r Voted 

14, Revenue — Strategic 4 

1.66,10,000 

1,56,48,000 

. . 

1,38,000 

Lines. . , 

State Railways Revenue — ^Interest 
charges — 

3,35,000 

3,55,000 


20fi00 

1. Interest on Debt {N on-voted ) . . 

25,91,59,000 

25,75^2,000 

16J7,000 

. . 

2. Interest on Capital contributed 
by Companies (Non-voted), 

1,51,85,000 

1,51,86,000 

. . 

1,000 

rVoted 

Total . . 4 

82,13,53,000 

82,40,96,000 

69,99,000 

97,42,000 

\^Non-vo!kd . . 

28,12,17,000 

27,88,81,000 

25,61,000 

2,25,000 


* In the Auclit and App ropriat^n Acconnt, figures have been given in thousands only, Por the 
safee of uniformity these figures have been shown in this statement by units by adding three noughfei 
t^ JIgiixes given in the accounts. 
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1 

1 

I SXPEKBITTJRB COM- 
PARED WITH GbAITT. 

Xamber and name of Gran'b, 

Grant. 

Expenditure . 

Less 

tkan 

Granted. 

More 

tkan 

Granted. 


Ks. 

Bs. 

Rs. 

Rs. 

B. — Expe^tdittoi ohabg bb to Capital. 





f Voted 

S,45,44,000 

9,90,24,000 


1,44,80,000 

7. Capitai— Not; Con- i 

striiction. . . 





4,70,000 

3,82,000 

88,000 

. * ® 

r Voted 

21,02,92,000 

21,56,37,000 


63,46,000 

8* Capital — Open Line 

1^7,000 



Works, [^No'n^voied . . 

1,74,000 

* ’ 

37,000 

r Voted 

95,25,000 

95,75,000 


60,000 

15, Capital Strategic Lines 




[_Non~voled . . 

61,000 

51,000 

10,000 

- 

Gapitai— I)!‘icharge of Bebentnres {Non- 

3,31,86,000 

66,78,000 

2,65,08,000 


rated). 





f Voted 

30,43,61,000 

32,42,36,000 


1,98,76,000 

Total . . 4 




]^Non*mied , . 

3,SS,S4,000 

. 

72,86,000 

2,66,06,000 

37M9 

Total Bailwaya 

1,44,07,85,000 

1,43,44,98,000 

3,61,66,000 

2,98,79,000 

Voted 

1,12,67,14,000 

1,14,83,32,000 

69,99,000 

2,96,17,000 

Nm-voled . . 

31,50,71,000 

28,61,66,000 

I 

2,91,67,000 

2,92,000 
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Nnmbet and name of Grant. 



Expehdittjbe com- 
PARED with GRAIIT. 

Grant. 

Expenditure. 

Less 

than 

Granted, i 

More 

than 

Granted. 


Rs. 

Rs. 

Rs. 

Rs. 

PART IV— MILITARY. 





A, — Exmkbioteb charged to Reventctb. 

1 




# 

f India . . j 

Army . • . . •< l 

{^England . . 

1 

3947 , 83,991 

12 , 07 , 51,280 

38 , 81 , 80,362 

12 , 25 , 67,955 

66 , 03,629 

18 , 18,675 

r/ndta 

Marine . . . • < 

56 , 72,000 

30 , 93,333 

1 

47 , 20,159 

29 , 16,481 

9 , 51,841 

1 , 76,852 

. • 

r 

Military Engineer Services •< 

[^ETigland .. 

4 , 43 , 70,246 

-- 80,333 

4 , 46 , 85,677 

3 , 24,259 


3 , 15,431 

4 , 04,592 

Tots! Military . ♦ Nm^voUd . . 

66 , 85 , 90,617 

56 , 33 , 94,893 

77 , 32,322 

25 , 36,698 

Grand Total 

2,66.38,05,668 

2,63,70,48,417 

6,68,04,200 

3,89,96,049 

Voted 

1,50,62.20,998 

1,61,07,40,896 

2,67,86,623 

3,13,06,420 

Non-mUd .. 

1 , 15 , 8644,670 

i 

1 , 12 , 63 , 07,522 

4 , 00 , 17,677 

76 ^ 0^29 
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APPEKDIX V. 

Memorandum No. B.«2i79-A.» dated 1st August 1929, fuimislied by the Fmance 

Department with reference to paragraph 16 of the Report of the PmMie 

AceoiHits Committee on the acconnts of 1926~2*?. 

Pnhlie Accounts Committee's Report : — TreatmeM and DUpos /?.— TMs meino- 
randnm relates to the treatment and disposal of the amnia 1 Reports of the 
Central Public Accounts Committee (a) by the Legislatire Assembly and t6) 
by the Executi^ e Government. 

2. Present practice, — In accordance with rule 52 of the Indian Legislative 
Rules the d 4ails of excesses over auctioned allotments reported in the Central 
Appropriation Accounts arc examined every year by the Public Accounts 
Committee which in the ordinary course is xpected to make a recommenda- 
tion to the Legislative Assembly that the excess grants bo voted. Tlie Public 
Accounts Committee’s Report is accordingly supplied to the m* mbers of the 
Assembly as soon as h is published : but no specific notice is taken of it by the 
Assembly as a whole till the motion for excels grants recoimnended hj the 
Public Accounts Committee is moved in the House by the Finance Member 
under rule 19 of the Indian Legislative Rules. For this occu.-^^on <i statement 
of the exce&s grants required is circulated to the House, and, on the day appoint- 
ed, the demands are submitted to discussion and to the vote. Prior to this 
the Executive Government would normally have examined the Report of the 
Public Accounts Committee and probably have arrived at a decision on the 
recommendations made. Such decisions are, according to presen practice, 
recorded in a resolution which is published in the Gazette of India, This 
practice dates from the disposal of the first Report of the Public Accounts 
Committee, Le., that on the accounts of 1921-22 ; and appears to have been 
adopted as a matter of routine on the analogy of the practice generally in vogue 
in regard to the reports of Committees appointed by the Government. Re 
cently, however, a doubt has been felt whether the practice is really conve- 
nient and appropriate to the report of a Committee which deals not with a 
single subject, but with a large number of transactions having no necessary 
connection with each other. 

3. Discussion in the Legislative Assembly , — The nature of the discussions 
which have hitherto taken place in the Legislative Assembly on the occasion 
of the voting of excess grants may now be briefly described. In 1923 when the 
first motion for an excess grant was moved by Sir Basil Blackett, he made a 
few remarks of a general character. He was followed by three other speakers 
who also made some general remarks, chiefly about the powers of reappropria- 
tion exercised by the Executive, the time of production of the Appropriation 
Accounts, and the question of their amplification. In 1924 no general question 
was raised, and Sir Basil Blackett merely made a few observations relating 
to certain of the demands. On the corresponding occasion in February 1926, 
however, a number of questions of general importance were raised by some 
members, e,g,, on the right of the Public Accounts Committee to discuss items 
of non-voted expenditure and items of receipts ; on the preparation of the Ap- 
propriation Accounts on the lines adopted in the United Kingdom ; on con- 
rinuity of membership of the Committee ; and on the provision by the Govern- 
hiwtt of a regular opportunity for a genial discussion by the Legislative 
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Assembly of tbe Public Accounts Committee’s Keport as a whole. All these 
questions were raised in connection with the first demand which was then 
voted. The remaining demands were voted without any further discusbion. 
In subsequent years events followed more or less the same course. There was 
little debating on the merits of individual demands and the one question 
which appeared to arouse any general interest was that of seeming for the 
House a formal opportunity of di‘=!cussmg the Public Accounts Committee's 
Report as a whole. This is, as already indicated, the j)rincipal question with 
which this paper purports to deal : and it now becomes necessary to state in 
greater detail the considerations which bear upon the answer to it. It is impor- 
tant to note as a prelinainary that the Government of India have never wished 
for any reason to withhold the Report from being discussed in an appropriate 
manner. The difficulty has rather been to hit upon the suitable procedure. 

4. PronounotmenU by Government mid the President of the Legis^xtive 
Assembly , — In 1927 the Government of India made their first statement of 
importance on the subject. Sir Basil Blackett said that he welcomed the idea 
of discussing the Report on the floor of the House and promised to do his best 
to make the debate a success, but confessed he was not sure of the form 
which discussion could take. Subsequently he undertook to request the Leader 
of the House to give time for the discussion of the Report, if there was evidence 
of a general desire on the part of the House on any occasion to have such a 
discussion. Later it was indicated that what Sir Basil had in mind was not 
to promote a formal discussion on a substantive motion relating to the Public 
Accounts Committee, hut to have a discussion, by agreement, in connection 
with the first motion for an excess grant, on the occasion when demands for 
such grants are presented to the Assembly. The advantage claimed for this 
expedient was that it need not commit the Government or the Assembly to 
the acceptance of the Report as a whole. Later, however, this method of 
approach had to be abandoned as a result of the followin ruling given by the 
President of the Legislative Assembly on the 27th March 1928 : — 

^^**’****’*'*1 invite the attention of 
the House to the summary of the position as stated in May’s ' Parliamentary 
Practice,’ page 536, which I will read to the House : — 

‘ Debate on Supplementary and Excess Grants is restricted to the 
particulars contained in the estimates on which these grants are 
sought and to the application of the items which compose those 
grants ; and the debate cannot touch the policy or the expendi- 
ture sanctioned, on other heads, by the estimate on which the 
original grant was obtained, except so far as such policy and 
expenditure is brought before the Committee by the items con- 
tained in the supplementary or excess estimates,’ 

*•“ "^ *** * I now rule that no questions of policy can 

be raised on Supplementary Demands for Grants except to the extent indicated 
in the summary I have read.” 

In the meantime it may be observed that the Public AccotmfeC^miii#^ 
in 1927 and also in 1928 had recorded a formal recommendation that the 
Government of India should consider the best method of givings am 0 |%ortunity 
House for discussing in general terms the Report of the Committee ; 
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and in 1929 wlien the demand for the first Excess Grant was moved by Sir 
George Schuster, the new Finance Member, the request was expressly made 
that a day should be allotted for the discussion in the Legislative Assembly 
of the Public Accounts Committee’s Report. On this Sir George Schuster 
said that, as a constitutional issue was involved, he would prefer to discuss 
the matter informally in the first instance with the Statutory Commission, 
and later to confer with representatives of the Assembly, fox the purpose of 
arriving at a definite conclusion. The House appeared, however, to regard 
this as an inadequate response and the President then ruled as follows : — 

My, President , — I am sure the House will be grateful to the Honourable 
Mr. Das for drawing its attention to this most imjiortaiit point. The ques- 
tion raised by him is whether Government should not afford facilities for the 
discussion of the Public Accounts Committee’s Report. The Public Accounts 
Committee is a creation of this House, and it is only proper that the Report 
made by that Committee must be discussed on the floor of this House. The 
procedure to be adopted in doing so is a different matter. The Honourable 
the Finance Member raises objection to the procedure now proposed to be adopt- 
ed by Mr, Das, namely, to discuss on this item the question of policy. But, 
as I understand, the implication of what the Honourable Member desires is 
not that he wants to discuss the particular question of policy involved in this 
particular grant, but he wants really and frankly a full discussion on the whole 
of the Report of the Public Accounts Committee 

Mr, B. Das. — ^Yes, Sir. 

Mr, President, — Therefore, the particular ruling quoted by the Honour- 
able Finance Member does not apply to the question raised. I am clearly 
of opinion that we should establish a practice in this House by which the Re- 
port of the Public Accounts Committee can be discussed fully. I know in 
some of the provinces the practice has been for the Finance Member to make 
a motion that the Report of the Public Accounts Committee be taken into 
consideration and if that motion is carried, he proceeds to make the next 
motion, that the Report of the Public Accounts Committee be adopted/^ 
on which amendments are moved by Honourable Members and carried or re- 
jected on their merits. I think that is a practice which "we might well copy in 
this House. But I see the difficulties of the Honourable the Finance Member. 
This point has been sprung on him as a surprise I understand. As no notice 
was given to him, I do not think he was ready to meet this point and it is neces- 
sary that we shonld allow the Flonourable the Finance Member to consider 
the whole question and come out with a definite proposal. I make these obser- 
vations with a view to enlighten the House and for the Finance Member 
to consider how best to proceed in this matter and explain what the correct 
procedure should be. It is not possible in this session, at any rate, to intro- 
duce this new departure because we have got the excess grants now before 
the House, and mdess the Honourable the Finance Member is prepared to drop 
them at present and bring them forward at a later stage, such departure cannot 
be made. I think however he must have some time to consider the whole 
question, in consultation with the leadem of PartieB. In this view I do feel 
i^pp>"strongly that the tone has arrived when we must adopt the correctpraO- 

of ^affording opportunities for the discussion of the Report of a Committed 
H6lCPBFiiiI> i 



146 


which is the creation of this very House, and ask the Government to look into 
the matter at the earliest possible opportunity.’' 

With the utmost respect to the ruling of the President and with the full 
realisation that the President was called on to give a ruling without any pre- 
vious notice on the subject, it should be pointed out that the Public Accounts 
Committee is the creation not of the Legislative Assembly but of rule 51 of the 
Indian Legislative Rules. Under that rule, the Co mm ittee is appointed in 
part by election by the Assembly. It is further to be pointed out that if a 
definite procedure for the discussion of the Report of the Public Accounts 
Committee is to be devised and brought into execution, the method for doing 
so is by amendment either of the Indian Legislative Rules or of the Standing 
Orders of the Legislative Assembly. It is suggested that the Standing Orders 
of the Legislative Assembly provide the proper place for the insertion of the 
provisions regulating this discussion. * 

5. Difficulties involved . — There are two main difiS-Culties attendant upon the 
discussion of the Public Accounts Committee’s Report in the Legislative As- 
sembly. The first is the difficulty of securing that the discussion is confined 
within proper linadts. Strictly, the function of the Committee consists in 
scrutinising the application of the funds voted by the Legislature. In prac- 
tice, however, it is almost inevitable that its activities should be more widely 
extended and they are in fact exercised in respect of both voted and non- 
voted expenditure. Further, the Committee exhibits a tendency to challenge 
not only the regularity of expenditure but also its justification. If discussion 
in the Assembly should develop on the same lines, results would follow which 
were not contemplated by the present constitution and which might, xmder 
any form of constitution, be open to serious objection. It must be remembered 
fihat the proper function of a Public Accounts Committee is a limited and 
technical one, and if either the Committee, or the Legislative Assembly in 
dealing with its Report goes beyond their function and attempts an adminis- 
trative audit or political criticism of policy, the result may t e a waste of public 
time and the dissipation of energy on discussions for which other and more 
appropriate occasions are available. A second great difficulty lies in deter- 
mining the form in which the matter is to be placed before the Assembly and 
debated there ; and at this point it will be convenient to describe the proce- 
dure which obtains in the United Bangdom and in the various Provinces in 
India in respect of the same matter. 

6. The practice of the Home of Oommom and of the Provincial Legislatures 
in India . — The Public Accounts Committee in England reports to the House 
of Commons, and it is the business of the Treasury to write minutes on its Report. 
The Treasury is under no obligation to adopt the recommendations but, if 
it difiers from the Committee, it is required to give reasons in its minutes* 
The question is then reconsidered by the Committee in the following session. 
If the Committee and the Treasury are unable to come to an agreement the 
final appeal lies to the House of Commons where, too, the Report as a whqle 
C3^n he discussed* 

As iegards the prooedtire in the House of Commons, on tike discuteion 
of tike Report, it shouM be observed that the passage in May^s Parliamen ary 
Rralteee (IStii Edition, page 488) which is tike only relevant passage, describes 
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not the particular procedure followed on the presentation of the Report of the 
Public Accounts Committee but the procedure generally followecj on the pre- 
sentation of reports to the House of Commons. When fxirther it is stated in 
May that on the consideration of the report motions have been made express- 
ing the agreement or disagreement of the House therewith or motions are made 
which are founded upon or which enforce the Resolution of the Committee, 
it must not be understood that all these motions have been made on the Public 
Accounts Committee’s Report. The volumes of the Parliamentary Reports 
have been examined and the results of the examinations are now set out. 
The first occasion on which opportunity was given to the House to discuss the 
Report of the Public Accounts Committee was in 1905, mainly as the result 
of the efforts of Mr. Gibson Bowles. On that occasion (Parliamentary Debates, 
4th series. Volume 150, page 420) the motion which was made was That 
tha four reports of the Public Accounts Committee be now taken into con- 
sideration.” The motion was moved by a non-official who, it would appear, was 
the Chairman of the Public Accounts Committee. After a debate of consider- 
able magnitude, the question was put and the motion was adopted '' that the 
said reports be now taken into consideration”. There the matter ended, 
and it is worth noting here that on no occasion was the debate on this motion 
connected with the demands for excess grants. The history of the report in 
the following years is as follows : — 

1906 No debate. 

1907 . . • • Motion by the Chairman of the Committee 

that the three reports of the Public 
Accounts Committee be now taken into 
consideration. After considerable dis- 
cussion question was put and agreed 
to. 

1908 . . . . Motion by Chairman of the Committee that 

the three reports of the Public Accounts 
Committee be now taken into considera- 
tion. After considerable discussion the 
motion was by leave withdrawn. 

1909 ... , . No debate. 

1910 . . . . Chairman of the Committee moved that the 

reports of the PubKc Accounts Com- 

mittee be now taken into consideration. 
After discussion the motion was by leave 
withdrawn. 

In the years 1911, 1912, 1913, 1914 and 1916 there was no debate. In 
the year 1916, the Chairman of the Committee moved that the reports of ihe 
Public Accounts Committee be now taken into consideration. After discug. 
sion, the question was put and the motion was adopted. Subsequent re- 
ports up to 1929 have been examined and no report of any debate on the 
Public Accounts Committee’s report has be^ discovered. 
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7. As regards tlie various Provinces in India tlie practice according to 
information' recently furnisiiedj is as follows : — 

The Punjab and the Central Provinces have no defined procedure in 
this connection. Bengal is in the same position but has 
begun to think of devising a procedure. In the Legislatures of 
Madras and Burma a motion for consideration of the Report 
is made but apparently no motion that the Report should be 
adopted. A motion to adopt was suggested by the President 
of the Madras Council for the first time in March 1929 but was 
eventually omitted apparently for the following reason. Pormal 
adoption is held to carry with it the implication that the Cotmcil 
commits itself to every recommendation and remark made 
by the Committee and this leads to a tendency on the part of the 
members to amend the Report itself. Such revision is, however, 
open to the objection that a Report so amended ceases to be a 
Report of the Committee. For similar reasons the United Pro- 
vinces Government are considering the desirability of substittrt- 
ingj for the motion to adopt, a motion recommending thsft 
suitable action be taken on the recommendation of the Public 
Accounts Committee as embodied in their Report and on the 
decisions of the Council thereon. In Assam the motion for con- 
sideration and the motion for adoption have been made without 
any untoward consequences, Bihar and Orissa have omitted the 
consideration stage and proceeded straightaway to adopt the Re- 
port ; and there has been no discussion so far. The procedure 
in Bombay has varied ; on two occasions the motion sought 
to approve the Report and to recommend to Government that 
efiect be given to the proposals in the Report, but, on three others, 
the motion was merely to the effect that the Report be record- 
ed. 

8* Procedure suggested for discussion in the Assembly , — It would seem that 
tibelie^lativeAssembly would be well •advised to be guided by the experience 
cd the House of Commons. An amendment should therefore be drafted 
to be inserted in the Standing Orders providing for a debate to be initiated 
on a motion by the Chairman of the Public Accounts Committee in the follow- 
ing terms, “ that the Report of the Public Accounts Committee be taken into 
consideration^’- On this debate, the representatives of the different Depart- 
ments of the Government of India wiU be called upon to reply to the criticism 
levelled at their Departments in the matter of their failing to comply with the 
rules of account to the extent observed by the Public Accounts Committee. 

As the motion will be in the hands of the Honourable the Finance Member, 
the debate wOl naturahy conclude by the putting of the motion that the Re- 
port be takm into consideration ” and there will be no further proceedings 
an tite Repcffit. ^ ^ 

9. Promdwe for disposed by the ExecuMve Gomrnmmt — ^If a dteMMoli 
of the Public Accounts Uommifctee^s Report in the LegWiatwe tob# iptro- 
and rc^ubix pmcfem, ps^ to liy Execu- 
tive in of lito iSepcM^ 1^, i^ppropeiately 
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modified. For ei:aiDp]?, ii would seem necessary that the Resolntion on the 
Report, if the use of a Resolution were to continue, should not issue until after 
the discussion in the Legislature had taken place. To issue the Resolution 
in advance would obviously l^e premature and improper. In an earlier para- 
graph of this memorandum, however, a doubt has been suggested whether 
the practice of issuing a Resolution is really convenient and appropriate, and 
in amplification of what has there been said it may be pointed out that, if a 
Resolution is to be the vehicle for Government’s decisions, then properly speak- 
ing Government should wait before issuing it until decisions have been taken 
on all the recommendations embodied in the Public Accounts Committee's 
Report. This, however, would generally mean indefinite delay. There will 
always be some recommendation or other of the Committee which, though 
it may be adopted in the end, will require in the first instance careful considera- 
tion^from the administrative point of view, and possibly consultation may be 
involved with numerous authorities including those who wmuld be responsible 
for carrying out the recommendation if adopted. It will be clear that, if Gov- 
ernment were always to wait until the last of such cases had been cleared up, 
the procedure in general would be apt, not unjustifiably, to incur the charge 
of being dilatory and ineffectual. On the other hand it would be natural for 
Government to seek to avoid such an imputation by issuing the Resolution 
very promptly, and then the danger would be that the Resolution would often 
be a document of little substance. The Public Accounts Committee and the 
Legislature possibly see this advantage in the Resolution that it gives publi- 
city to the views expressed by the Committee and their criticism of the short- 
comings of the Executive, but the mere publicity afforded by the issue of a 
Resolution does not necessarily ensure the effectiveness which must be the aim 
both of the Public Accounts Committee and of the Legislature, and it is more 
important to attach proper weight to the practical considerations involved. 
It is therefore suggested for consideration, that if normal provision is made for 
the discussion of the Report in the Legislature, the issue of a formal Resolu- 
tion might be dispensed with. A natural substitute for the Resolution 
would be to adopt the Engli^ procedure with modifications adopted to 
Indian conditions. The Public Accounts Committee’s Report should always 
eontam from year to year a schedule showing the action taken by Government 
on the lecommendations made in previous years, and year by year the PubHc 
Accounts Committee would deal with the facts disclosed in this schedule, and 
so, it may be assumed, would the Legislature in the course of their full-dress 
discussion. It may be assumed that, if the Public Accounts Committee is 
3ceasonable in its views, the Government also will be reasonable in the atten- 
tion it gives to the Committee’s recommendations, and on this hypothesis 
the departmental method of treatment here suggested should be sufficient* 
But if in any case Government should not do what is required, then the matter 
could always be picked up in the discussion in the Legislature. Indeed, it 
would always be open to an individual member of the Legislature to move 
a separate resolution in the Assembly in respect of any matter considered to 
have received inadequate or incorrect treatment from the Government, and if 
the complamt had solid foundation, there can be no doubt that such a resolu- 
tion would find a place in the ballot. The above would be a really effective 
way of putting pressure upon Government to cany out the recommendationa 
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of the Public Accounts Oo33amittee — a much more effective means than is pro- 
vided by anything in the existing procedure so far as that procedure is specific. 

The matter dealt with in this concluding paragraph is really one for the 
discretion of the Executive Government. They introduced the practice 
of issuing a Resolution and equally they could discontinue it. It seems desir- 
able, however, not to make a change without, at least, the Public Accounts 
Committee being taken into Government’s confidence. Indeed Government 
are wiUing that there should be reasonable consultation with the Public Ac- 
coimts Commdttee and the Assembly in regard to the whole body of procedure 
connected with the treatment and disposal of the Public Accounts Committee’s 
Report. 
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APPEifDIX VL 

Memorandum No. D/2178-A., dated 1st August 1929, fomished hw the Finauce 

Department with reference to paragraph 20(4) of the Eeport of the PuWic 

Accounts Committee on the accounts of 1926-27. 

The Public Accounts Committee, in paragraph 35 of its report on the 
accounts of 1922-23, suggested that Government should carefully consider — 

(1) whether there should be an inventory of ail Government property — 

buildings, furniture and the like — so that the total value of dead 
stock in the possession of Government can be determined, at 
least approximately, and 

(2) the adequacy of the existing system of checking deadstock registers. 

2. The question was examined by the Auditor General in great detail and 
his note has since been considered by the Government of India. Their con- 
clusions are set out below. 

3. As regards the second suggestion of the Committee, the Auditor General 
has expressed the following opinion : — 

I am of opinion that it is impossible to deal with the second suggestion 
of the Committee at the present Juncture, I am of opinion that 
the primary function of the Public Accounts Committee in an 
important matter like this is to initiate the evolution of funda- 
mental principles and then to assist Government in making a 
complete and accurate statement of those principles. Practical 
application of the principles is a matter which should be left to 
the administration, the PubUc Accounts Committee relying upon 
the Auditor General to call attention to those cases in which the 
administration seems to have departed from the principles 
which have been Jointly accepted by the Public Accounts 
Committee and by the administration 

The Government of India agree with the Auditor General that this is a 
matter which should be left to the administration and accordingly do not pro- 
pose to pursue the question farther in the present connexion. 

4. The avowed intention of the Public Accounts Committee in making 
the first suggestion is to enable Government to arrive at an approximate 
value of the whole of its dead stock. The expression dead stock covers land, 
salt mines, coal mines, factories, machinery, buildings, houses, furniture and 
innumerable other articles. Any attempt to enumerate and evaluate all dead 
stock property of Government if not wholly impracticable would at any rate 
involve enormous labour and Government would not be justified in undertaking 
the task unless they were satisfied that the value of the results which can be 
obtained therefrom outweighs the cost, duration and laboriousness of the 
processes involved. The Government of India can not however conceive of 
any useful purpose being served by a valuation of all Government dead stock 
unless the figure is essential for an entry in a complete Government balance- 
sheet. No such balance sheet is at present prepared and here again, the Govern- 
ment must weigh the possible value of such a balance-sheet against the cost of 
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its preparation. One of tlie important factors constituting the value of a 
halance-slieet must he its approximate accuracy and apart from every other 
consideration it has to be recognised that an inventory or a balance sheet 
which took many months or more probably many years to compile could not 
be expected, owing to intervening changes, to correspond with any useful 
degree of accuracy to the facts of the time at which it would be completed* 
The Auditor General therefore advises that the practical benefit to be obtained 
from an inventoiy of all Government dead stock would not be worth the very 
considerable cost which would inevitably be entailed in making it. The Govern- 
ment of India entirely agree %vith the Auditor General. 

6. If the above view is accepted, the further questions that arise are 

(1) Is thcie any dead stock for which the preparation of an inventory is 

desirable ? 

(2) In respect of dead stock for which the maintenance of an inventory 

is desirable, is there any for which a mere numerical inventory 
would suffice ? 

(31 Should the inventory be maintained in individual offices or should 
consolidated inventories be maintained ? 

6. The mere maintenance of an inventory suggests that there will be a 
certain amoimt of permanence in the utilisation of the items entered^ therein* 
Consumable and perishable articles, whicb come under the term stores 
would not, therefore, find a place in the inventory of dead stock. Lands, build- 
ings, plant and machinery, furniture and fixtures may be treated as dead stock* 
The Government of India consider, however, that it is superfluous to maintain 
an inventory of lands, buildings and other items of immovable property which 
cannot he disposed of without the knowledge of the authorities concerned* 
The inventory would thus be confined to plant and machinery, furniture and 
fixtures. The question of Government stores is dealt with separately in a later 
passage of tliis memorandum. 

7. As regards the second question raised in paragraph (6), the Government 
of India propose to lay down the following principles : — 

(1) Whenever dead stock has to enter into the block account maintained 

for a Government commercial undertaking, the inventory of that 
dead stock should be priced. 

(2) Whenever the value of dead stock is necessary in order to enable 

Government to calculate the charge which should be levied 
upon private persons or bodies, the inventory of such dead stock 
should be priced. 

(3) As regards other items, a numerical inventory would suffice, except 

for articles costing above Rs. 26. 

8. As regards the third question raised in paragraph (6), the Government nfi 
India propose to enunciate the general principle that an inventory should be 
maintained at the site of the dead stock. Whether it is desirable in any par- 
ticular cases to depart from this general principle or to maintain additional 
ocm^lidated inventories elsewhere are matters of practical administraticm 
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mtlier than of principle and will be decided by the Governinant of India on tbe 
merits of eacb case. Tbe inventories sbonld be cbeoked by competent adminis- 
fecative authorities once a year. 

9. If the Public Accounts Committee accepts the above principles, the G-ov- 
ernment of India will issue orders on the above lines and the existing practice 
in the various Departments will be scrutinised in the light of those orders 
and, as far as possible, brought into harmony therewith. 

10. As regards consumable and perishable articles, which come under the 
term <^tores the Government of India propose to issue the model rules attach- 
ed to this memorandum (Annexure). The more important DepartmentB, whicli 
have large stores transactions, e.p., the Military, the Public WorlsB, the Indian 
Stores, the Forests and the Survey of India Departments, have already detailed 
stoi;^s accounting rules, and it is not intended that the model rales now to be 
issued should replace the existing detailed rules of any Department. These 
rules will be published merely as model rules to be applied, with or without 
modifications, as the circumstances require, at the discretion of the competent 
administrative authority, in any Department, office or institution, where no 
such rules exist at present or where the existing rules are deCective. It will be 
the duty of audit officers to bring to notice cases in which there is a hiatus to 
be filled by the application of these rales and oases in wMoIi losses to Govern- 
ment could have been avoided by the use of the rules. 
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ANBBXimB, 

Draft model rules governing the maintenance, etc., of inventories of Gov* 

eminent Stores. 

1. A reliable list, inventory or account of all stores in the cn&tody of 
Government servants must be maintained, in a form prescribed by the com- 
petent anttority, to enable a ready verification of stores and cbeck of acconnts 
at any time, and transactions must be recorded in it as they occnr. 

3*. Priced lists, recording both quantities and values, must be maintained 
in cases where the stores are intended to be converted into money or where it is 
desired to distribute their cost over the works, items or objects on which they 
are actually used. In such cases, the expenditure on stores must be charged 
to a stores suspense head in the first instance. 

3. Purely numerical inventories, recording quantities only, will suffice in 
cases when the stores are intended solely for the service of the department 
keeping them and it is not desired to distribute their cost. In such cases, the 
expenditure on stores must he charged off finally to the service concerned. 

Note. — In some oases it may be found necessary to show prices against some articles, 
say when, for facility of identijScation or other reason, it is desirable to distinguish costly 
articles from cheap articles bearing the same general description otherwise. Buch articles 
should not be treated as priced articles i£ the requirements of this rule are otherwise satis- 
fied. 


4. The lists, inventories, or accounts of stores will in all cases be subject 
to such internal check as may be prescribed by the competent authority, 
whether or not they are subject to any check by the Audit Officer. 

5- A physical verification of all stores must be made at least once in every 
year under rules prescribed by the competent authority and subject to the 
condition that the verification is not entrusted to a person — 

(i) who is the custodian, the ledger keeper, or the accountant of the 
stores to be verified, or who is a nominee of, or is employed under^ 
the custodian, the ledger keeper, or the accountant, or 

(m) who is not conversant with the classification, nomenclature and tech- 
nique of the particular classes of stores to be verified. 

The verification must never be left to low paid subordinates, and in the case of 
large and important stores, it should, as far as possible, he entrusted to a respou* 
sihle officer who is independent of the superior executive officer in charge of 
the stores. 

6. In making a physical verification, the following instructions must 
invariably be observed : — 

(а) Verification must always be made in the presence of the officer res- 

ponsible for the custody of the stores or of a responsible person 
deputed by him. 

(б) All discrepancies noticed must be brought to account immediately, 

so that the stores account may represent the true state of the 
stores. 
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(c) Shortages and damages, as well as unserviceable stores^ must be 
reported iiiniiediately to the aiitliority competent to write off 
the loss. 

7. Balances of stores must not be held in excess of the requirements of 
a reasonable period. In order to ensure the observance of this rule, a periodical 
inspection must be made by a responsible officer, who must submit a report of 
surplus and obsolete stores to the authority competent to issue orders for their 
disposal. The inspection must be made six-monthly in the case of perishable 
stores and once a year in the eas^^ of other stores unless there be good reason to 
the contrary. Stores remaining in stock for over a year should be considered 
surplus unless there is any good reason to treat them otherwise. 

8. The previous sanction of the competent authority should be obtained 
to the sale of stores regarded as surplus or obsolete, and to the write off of^the 
value of stores. 

9. ¥niere a priced inventory is maintained, it is essential that the values 
recorded [herein shall not be materially in excess of the market value of the 
stores. The head of the Department concerned must issue instructions to 
govern — 

(а) che flxation of prices with reasonable accuracy ; 

(б) rhe periodical review and revision of rates ; and 

(c) the agency to be employed in periodical re-valuation. 

^ Note. — ^T iie * market value ’ of an article, for this purpose, means the cost per unit at 
which the article, or an article of a similar description, can he procured at a given time, 
from some suitable public markets. It should be inclusive of carriage and incidental 
charges, and may even include a reasonable provMon for wastage, breakage and deprecia- 
tion, when these are inevitable. 

10. All losses must be duly recorded and formal sanction of the competent 
authority must be obtained in respect of them even though no formal correction 
or adjustment of accounts is involved. 

11. (a) Losses due to depreciation must be analysed and recorded under 
the following heads, according as they are due to : — 

(1) Normal fluctuation of market prices. 

(2) Fair wear and tear. 

(3) Lack of foresight in regulating purchases. 

(4) Neglect after purchase. 

( ) Losses not due to depreciation should be grouped under the following 
headb : — 

(1) Losses due to theft. 

(2) Losses. due to neglect, 

(3) Losses due to an act of God. 

i 44) Anticipated losses on account of surplusage of obsolete stores or of 
purchases in excess of requirements. 
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APPENDIX m 

Memorandum inmished by the Auditor General mtii reference to paragraph 8G 
(e) of Ms letter No. T.-685-Eep./12-2S, dated the 28th June 1929. 

It was suggested in paragraph 5 on page 665 of the Report by the Accotm* 
tant General, Central Revenues, on the Appropriation Accounts for 1927-28? 
that, as the report of the Government of India on the working of the Provincial 
Loans Fund during 1927-28 had not been published, no audit comments thereon 
could be offered. 

2. The Report has since issued and has been scrutinised by the Accountant 
General, Central Revenues. The only comment that need be made is contained 
in the following paragraph. 

•3. Paragraph 11 of the Government Report . — The Government of India 
originally decided that the advances on account of the Bombay Development 
Department were for expenditure classed as non-productive. The decision of 
the Government of India to charge interest on these advances at the standard 
rate is not in accordance with Rule 11 of the rules constituting the Fund (Gov- 
ernment of India, Finance Department Resolution No. D.-1250-F,, dated the 
25th March 1925) which does not contemplate any exceptions being made to 
its provisions. The rule reads as follows : — 

‘‘ The standard rate of interest will be charged by the Fund to the Pro- 
vinces on all advances reqriired for capital expenditure which 
can be classed as productive under the rules on the subject ap- 
proved by the Secretary of State and for making advances to 
cultivators and to co-operative societies and loans to local bodies. 
For all other advances, the rate will be J per cent, above the 
standard rate 

The question of amending the Provincial Loans Fund Rules is, however, xinder 
the consideration of the Government of India. 

4. A reference is invited to paragraph 7 of the Memorandum containing 
my comments on the report on the working of the Provincial Loans Fund during 
1926-27. The certificates referred to therein have been received from all Pro- 
rincial Accountants General concerned except the Accountant General, Bombay^ 
who is unable to furnish the certificate until the orders of the Government of 
India on the repayment schemes of the Bombay Government are issued. 
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APPENDIX YUL. 

Memorandum furnished by the Auditor General with reference to para* 46 of 

the PubMe Accounts Committee’s Report on the accounts of 1926-27. 

With reference to paragraph 46 of the report of the Central Public Accounts 
Committee on the accounts for 1926-27 and to questions 416 — 419 recorded in 
Volume II of the same report, an enquiry was instituted in order to ascertain 
whether the rule which prescribes that the works expenditure debited to the 
Irrigation heads XIII ’’ and 16 ” should be doubled for the purpose of 
pro rata distribution of establishment charges is followed in the areas ad- 
mmistered by the Central Government ; and, if so, whether the accuracy of 
the assumption on which that rule is based, that the work of the executive 
branch of the Irrigation Department is equally divided between Maintenance 
an<i Revenue, has been tested. 

2. It is imderstood that, so far as the North-West Frontier Province is 

concerned, the local Administration decided in 1927, in consultation with the 
Accountant General, Punjab, that the time spent by the Executive Estab- 
lishment on purely Revenue work was equal to that devoted to works expen- 
diture debited to the Irrigation heads “ XIII ”, 15 ” and 55 ”, and that 

this proportion should be the basis of the pro raJta distribution of establish- 
ment charges. 

3. As regards other Central areas, it has been ascertained that the Exe- 
cutive branch of the Irrigation Department does not supervise the collection of 
Irrigation revenue, and the rule of pro rata distribution mentioned above does 
not, therefore, apply in those areas. 
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AFPENBIX IX- 

Memoraniiiiiii. furnisked hy tke Auditor Creneral reporting: tke result 
of a study of tke Statement of Accounts (1926-27) of Soutii African 
Hallways and Harbours. 


Tlie Aixditor General recei\"es annually from the aiitliorities of the Union 
of South Africa, a copy of a publication known as the Statement of Accounts 
of South African Railways and Harbours with the Report of the Controller 
and Auditor General. 

2. The statement for 1926-27 was subjected to a detailed examination 
with the object of ascertaining if there were any features of the South African 
published accounts which could be recommended to the authorities in India 
for adoption in respect of Indian Railway Accounts. 

3. The enquiry established, at an i^arly st jge. that the South African publi- 
cation includes in one compilation, information which, in the ease of tte 
Indian Railways is scattered over a mimber of publications, e.g.y the Capital 
and Revenue Accounts of individual Railways, the Administration Reports 
of the Railway Board, the Finance and Revenue Accounts of the Government 
of India, the Executive Report and the Appropriation Accounts and the 
Report thereon, and to a certain extent also the onmial statistical publications 
of the Government of India. 

4. As a result of this preliminary enquiry the Auditor General was satis- 
fied that it was not necessary to suggest the compilation iu India of a single 
statement similar to that used in South Africa, as that would entail consider- 
able alteration of the Finance and Revenue Accounts of the Government of 
India and also of some of the other publications referred to above. Besides, 
since the enquiry had been started, the position had been radically altered by 
ihe decision that in future the Railway Board w ould be responsible for the main- 
tenance of the accounts, and the Auditor General merely for the audit 
thereof. It would, therefore, be the duty of the Railwa}^ Board, and not of 
the Auditor General, to suggest any such modification of the existing reports 
of the administration. 

5. For the above reasons the scope of the encjuiry was narrowed down 
with the object of suggesting which of the main features of the South African 
publication are of sufficient importance to 'warrant inclusion in the Appropria- 
tion Accounts submitted to the CJommittee on Public Accounts. The result 
of this is embodied in the following paragraphs for the consideration of the 
Government of India and the Committee on Public Accounts. 

6. In the South African Statement the results of working of several years 
are compared, and comments are oSered where necessary on the operating 
ratio. In India the Report of the Director of Railway Audit on the Appro- 
priation Accounts "{Section II, Review of Finance) contains separate state- 
ments, of operating ratios under principal heads for each Railway as compared 
with those for the preceding year and explanations of reasons for variations 
in these ratios are furnished in the subsequent paragraphs, mde paragraphs 
HOlGPBFinB 
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48 to 53 on pages 18 to 21 of the Report on the Appropriation Accounts of 
Railways for 1926-27. It will probably be an advantage to add a comparative 
sta'ement of the operating ratios for each Railway for several years past. 

7. Again, in the South African Statement a brief summary is given of the 
results of stock-taking so as to bring out the gross surpluses and the gross 
deficiencies separately and these are compared with the corresponding results 
of the previous year. It would perhaps be an advantage to provide, in the 
relevant portion of Section IV of the Indian Report on Ap[iropriation 
Accounts, for a similar presentation of the results ot stock verification of each 
work separately. 

8. The notes appended to the Appropriation Accounts of the South 
African Statement are very interesting. Some of the notes set forth tlie 
figures of the gross expendittire of those brandies ot the Administration and 
activities, only part of the cost of which is charged in the Approprfatiou 
Accounts. Some notes .single out for special mention the important facts of 
a scheme or object of expenditure which does not appear, by itself, as au item 
of expenditure in the Appropriation Account. Again some notes describe 
briefly experimental schemes undertaken or abandoned. Others attempt to 
present, in one form or another, an intelligent analysis of .'.oTiie of the accounts 
transactions. It is a (jue>.tion for cunsideration if this feature of the South 
Afric.an Statement may be adopted in the Repor'*' on the Indian Appropriation 
Accounts. 

9. The other remarkable featmes of the South African Statement do not 
concern the Auditor General in India as stated in paragraphs 3 and 4 above. 
Attention may, however, be drawn to one .such feature, in case the f onunittee 
on Public Accounts desire to make any reconunendatiou with reference to it. 
In the general report portion of the South African Statement, a somewhgj: 
detailed analysis is given in intelligent form of the account.s under each head 
of account not only exphiining the head and all important items under it. but 
also making suitable comments on variations from figure.s of previous years and 
on other points of general interest. Comments are made even when no adverse 
criticism or objection from the point of view of audit i.s involved. A brief 
narrative account of the transactions is often given along with a copy of the 
correspondence with the Auditor General even when the case is still nor .settled 
or there is no audit objection to be pres.sed or other action to be pursued. 
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AFFKNl>IiC X. 

Proceedings of tlie First of tbLB Committee apjpoiotei to ex* 

amine tlie Appropriation Accounts of tbe Army, Marine and Mili- 
tary Engineer Services for X927-‘28, and tlie Report of tlie Director 
of Army Audit tiiereon, Ixeld on tlie 1st Augast 1S29 at 11 a»m. 

Pbeseht : 

The Honourable Mr. E. Bubbon, C.SJ., C.I.E., I.C.S., Chairman^ 

Mr. J. E. C. Jukes, C.I.E., I.C.S., Member, 

• Sir Ebebebio Gauktlett, K.CJ.E., K.B.E., 

Auditor General. 

Mr. G. R. F. Tottenham, I.C.S., Army Secretary. 

Mr. A. F. L. Bbayne, C.I.E., I.C.S., Financial Adviser, 

Military Finance. | 

Lieutenant-Colonel H. G, V. Ellis, D.S.O., Military Were also 
Accountant General. j present 

Mr. A. G. Barb, O.B.E., Director of Army Audit. 

Mr. H. L. Livingstone. Deputy Financial Adviser, 

Military Finance. 

At the outset the Honourable Mr. Burden stated that, as the Hon^ble 
Finance Member had not been able to return from tour in time to preside over 
the meeting, he had asked Mr. Burdon to preside. Mr. Burden accordingly 
took the chair. 

2. As a preliminary point both the Financial Adviser, Mr. Brayne, an^ 
Colonel Ellis, the Military Accountant General, wished it to be understood 
that they were not holding their present offices during the year under report 
and that consequently, though they were officially responsible for the estimates, 
they could not speak with personal knowledge in respect of many of the tran- 
sactions which formed the subject of comment. 

3. Para^afhs 3 and 4 of Appropriation Accounts , — ^At the suggestion of 
Mr. Burdon, the Committee agreed that at the end of its examination of the 
Accounts and connected documents it would return to the topic here dis- 
cussed, i.e., the merits of the change from cost accounting to a cash system 
of budget and accounts, and would endeavour also to frame a general appre- 
ciation of the results of the year under report so far as the effectiveness of 
audit and administrative financial control are concerned. 

4. The Committee then proceeded to examine Appendices A and B of 
the Approriation Accounts showing the action taken or proposed to be taken 
on the recommendations and observations of previous Military Accounts 
Committees. 

Item 1 of Appendix A , — In par^^aph 5(a) of his letter dated the 11th 
June 1929 dealing with Appendix A as a whole, the "Auditor General has 
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observed that it is imfortunate tbat the orders of the Government of India 
on the last report of the Public Accounts Committee had not been issued 
before he had to comment on these Accounts and that the Committee may 
desire to impress on the Government of India the desirability of issuing 
orders on the>se Reports before he has to deal with the Accounts of the follow- 
ing year. Actually the Resolution of the Government of India on the last 
Report of the Public Accoimts Committee was issued on the 17th May 1929, 
that is. before the date of the Auditor General's letter but after the date on 
which it was necessary for the Auditor General to take up the consideration 
of tlie Report of the Direct oi of Army Audit ; and it is admitted that the issue 
of the Resolution v^as on this occasion considerably delayed. It was ex- 
plained to the Committee on the other hand that the Government of India 
have under consideration certain fresh aspects of the general question of the 
treatment and disposal of the azmiial Reports of the Central Public Accounts 
Committee (a) by the Legislature, and (b) by the Executive Government, and 
a memorandum on the subject has been prepared which it is proposed to 
present to the Public Accounts Committee for their consideration and for the 
formulation of definite suggestions as regards future procedure. This memo- 
randum will explain inter alia why delay is not always avoidable if the vehicle 
for the orders of the Executive Government on the reports of the Public Ac- 
counts Committee is to continue to be a formal comprehensive Resolution. 

The Committee agreed that the point raised by the Auditor General 
merges in the larger question and in the consideration of that question, which 
is contemplated, by the Public Accounts Committee. 

6, Item 3 ibid , — The Committee observed that the system should have 
the further advantage of reducing diversity of audit decisions on the same 
audit point, and that this was a very important consideration particularly 
in the case of the Army administration, the personnel of whicli move about 
from one audit .nea to another more than is the case on the Civil «iide. 

6. Item 4 ibid , — The Committee cannot regard it as satisfactory that the 
Report of the second Innes Committee has not yet been submitted as a whole 
for the orders of the Goveriiiiieiit of India. Mr. Brayne vus requested to 
furnish a statement*-^ showing the position up to date as regards individual 
recommendations of the Inne^ Committee, that is to say, those which have 
so far been accepted, those which have been rejected, and those which have so 
far not been accepted. The statement should include figures exhibiting the 
net financial effect of what has so far been done, both as regards officers and 
clerks, and account should also be taken of appointments, which have been 
added to Army Headquarters since the Imies Committee reported. The 
Committee further expressed the hope that before it meets next year the 
Report of the Innes Committee will have been disposed of comprehensively 
and finally by the orders of the Government of India, and desired that a final 
statement giving in detail the effect of the orders of the Government of i India 
might be placed before the Committee. 


^ Tke statement was subsequently received but is not inco:i^orated in these proceed 
ings m it does not give the final results which are not yet available. 
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7. o ibid . — Tlie FiuuBeial Adviser mtiinated that the report on this 
item contains statements which on his present infornmtion do not appear to 
reflect the position altogether correctly. The Limimittee desireil^tliat the 
Master General of Ordnance should be asked to fnrnish ftirther intormation 
on the whole subject. 

The Financial Adviser was requested to indicate clearly in future reports 
whether inclivKlual explanations given by admini.-trative authorities have or 
have not been verified by him. 

8. Item & ibid. — The Committee w^as informed that the sanction of the 
Secretary of State had been received to the continuance of the existing arrange- 
ment for a further period of 5 years. 

9. Item 7 ibid. — The Committee was informed that orders of the Govern- 
ment of India accepting the recommendation of the F. A. C. iiie under issue. 

10. Itenib 9 and 10 ihid.—Hh^ position wasftirther explained to the Com- 
mittee, who recognised that it would probably be difficult to devise a better 
working arrangement adapted to the special circumstances of the period. 
The Committee pointed out that, so far as possible when funds were taken into 
the pool the allotment from which they were withdrawn should be specifically 
reduced. The Committee desired to have a further report on the working of 
the arrangements next year. 

11. Item 11 ibid. — This point has been dealt with in paragraph 13 of the 
Resolution of the Government of India on the Report of the last Public Ac- 
counts Committee, dated the 17th May 1929. 

12. Item 12 ibid.~The Committee were informed that it had been decided 
to apply to military transactions by executive order in antieij^ation of a more 
general decision by the Government of India, the general principles enunciated 
by the Public Accounts Committee : orders have been prepared and will shortly 
be issued. 

13. Item 15 ibid.—lThQ Committee \vas informed that a complete reprint 
of the Civil Service Regulations had recently been i-»'-ued. Further the Civil 
Service Regulations are no\Y statutory and all amen<Iments thereto are passed 
by the Secretary of State in Council by means of re'-olutioms. Those resolu- 
tions are published in the Gazette of India for general information and correc- 
tion vslips biased on the resolutions are then issued f>y the press to all w^ho 
subscribe for such slips. 

14. Item 17 ibid.— On consideration of certain further information given 
by the Financial Adviser, Military Finance, the Committee came to the con- 
clusion that, so far as control of expendittire on stationery and printing was 
concerned, there was likely to be considerable difficulty in arri%ung at a satis- 
factory arrangement at an early date, and was inclined to think that the ques- 
tion of obtaining additional expert technical advice should be examined 
immediately in consultation with the Finance Department (O. B.)* 

15. Item 18 ibid. — The Committee considered that until the new organisa- 
tion for the audit of pensions is stabilised, it w'ould be a matter of interest 
to have a rei)ort every year from the Director of Army Audit on the results 
that are being obtained. 
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16. Item 20 ibid, — The Financial Adviser furnished the following figures 
to the Committee : On the 31st March 1929 the total outstanding was 13 
lakhs. Since then stores have been sold which have realised 3-6 lalhs. The 
sale value of the remaining stores is approximately Bs. 90,000, The Committee 
agreed that the position could be regarded as satisfactory. 

17. Item 25 ibid. — This item has been disposed of by paragraph 7 of 
Section II of the Report of the Home Auditor on the Accounts of the Secretary 
of State for 1927-28. 

18. Item 1 of Appendix B. — The Military Accountant General informed 
the Committee that the preparation of an Office Manual for the Military 
Accounts Department had already been started and that an officer was being 
placed on speciai diitj"' from August 5th in connection with the wmrk, which 
it was expected would be completed before the eml of the year. The Military 
Accountant Geiural explained that, owing to there having ‘been no <3ffice 
Manual iu the past, many of the instructions that should have been contained 
therein had been included in the Audit Code, and consequently it had been 
found necessai’v to revivse that Code concurrently with the preparation of the 
MamiaL 

19. Item 2 of Appendix B. — It was decided to examine the Engiiieer-in- 
Chief in regard to this item. The Committee was inforned that the results 
for 1928-29 showed no improvement ; the position therefore remained un- 
satisfactory. 

20. Item 3 of Appendix B. — The Committee suggested that it should be 
definitely intimated to the Secretary of State that the understanding on the 
part of India is that, whatever the settlement may be, no claim on account 
of arrears will be admitted against India for the period before the date of the 
settlement. The understanding appears to be supported by the tenor of 
remarks made by the Secretary of State in the correspondence that has already 
taken place. 

21. At this stage the Committee adjourned till 11 a.m., on Friday, the 2nd 
August 1929. 

Proceedings of the Second Meeting of the Military Accounts Committee held on 

the Snd August 1929, at 11 a.m. 

Pbesent : 

The Hon’ble Mr. E. Bubdon, O.S J„ O.I.E., I.C.S., Chairman, 

Mr. J. B. C. JmcES, C.I.E., I.C.S., Member, 

Six Fbeoebio Gauntuett, K.CJ.B., I.C.S., 

Auditor General. 

Mr, G. R. F. Tottekhah, I.C.S., Army Secretary. 

Mr, A. F. L. Bbayne, 0 .I.E., I.C.S., Financial Advis- 
er, Military Finance, Were also 

Lieutenant-Colonel S. G, V. Ennis, D.S.O., Military 
Accountant General. 

Mr. A. G. Babb, O.B.B., Director of Army Audit. 

Mr. H, L. Livihostone, Deputy Financial Adviser, 

Military Finance. 
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22. The Committee proceeded to consider the Report of the Director of 
Army Audit in conjunction with relevant portions of the Appropriation 
Accounts and of the Aiidhor CfeneraFs letter. 

28. Paragraph 4 of JJh'f etor\H Report. — The C^ommittee ascertained that a 
further srini of Rs. 2,194 has since been rect>vered- and that recovery is proceed- 
ing regularly at the rate for which the contract provides. 

24. Paragraph J rf IJ!reetor\< Report. — The f^omniittee decided to examine 
the Master General of Onliia nee on this matter — r? le Pmceedings of the fourth 
meeting. 

25. Paragraph 7 of Appropriation Aeeoanfs raai paragraph 8 of Report of 
Director of Arngi A ait if. -dn paraaraph 8 of Ins Report the Director of Army 
And^t observes, inter aiia *’ Tn dealing with the accounts of the Military ser\ices 
comments are "offered on the same lines that would be followed if adherence to 
appropriation were enforcilde under the usual rules The Committee 
agreed that the proposition which the Director of Army Audit has here set 
forth is correct and i*- in accordance with the intentions of the Executive Gov- 
ernment on who>se behalf the audit is condxicted. The Committee iimlerstood 
that it is also the intention that the same procedure should be observed as part 
of the arrangements for the regulation of what is kiiown as the stabilised 
military budget during the next few years. 

26. Paragraph 8 of Appropriation AccoiihU and paragraph 9 of Report of 
Director of Army Audit. — The Committee agreed with the suggestion made by 
the Auditor General in paragraph 9 (a) of his letter that in future the fmaneiai 
effect of the more important new features of Army expetiditure in the year 
under report should be given approximately, and desired to suggest that the 
information might be supplied in a tabular form, items of new and important 
expenditure and items involving important economies being exhibited 
separately* 

With reference to paragraph 9 (6) of the Auditor General’s letter it was 
ascertained that the settlement as between the Army and the Foreign and 
"Political Department is on the point of being completed. 

27. Paragraph 29 of Appropriation AccounU. paragraph 11 of Report of 
Director of Army Audit, and paragraph IJ (a) of Auditor GeneraVs lettcfr. — The 
Committee agreed that the separate accounts maintained for the stock heads 
should be appended to the Appropriation Accounts, 

As regards paragraph 1 1 {h) of Auditor General’s letter, the Auditor General 
desired that this matter should be withdrawn from the examination of the 
Committee until he has had an opportunity of considering it further in consul- 
tation with the Director of Army Audit in the light of certain further informa- 
tion which has come to Ms knowledge. 

The Committee desired to discuss the question of the certificate of verifi- 
cation with the Quarter Master General and the Master General of Ordnance^ 
and to draw their attention to the existence of the certificate included in the 
Appropriation Accounts in England. (A form 6f the certificate contained in 
the EB^lish Appropriation Accounts is annexed hereto— Annaxure Id 
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28. Paragraph 38 of Accounts and paragraph 12 of Auditor 

GeneraFs letter. — The Cominittee desired to examine the Master General of 
Ordnance and the Quarter Master General on this matter. 

29. Paragraph 41 of Appropriation Accounts and paragraph 13 of Auditor 
GemraVs letter. — The Committee agreed that it is very desirable that as many 
as possible of the items mentioned should be included in the calcnlation of the 
true cost of the maintenance of the fighting units, and that, when the process 
has been completed, the resulting alterations in the Finance and Eevenue 
Accounts should be brought to the notice of the Secretary of State. 

30. Paragraph 45 of App>ropriatioyi Accounts and paragraph 14 of Auditor 
GeneraVs letter. — There appears to he a danger of some overlapping between 
the lists prepared under the system referred to in paragraph 8 of Appropria- 
tion Accounts and the list referred to in paragraph 45 of the Appropriation 
Accoimts, and the Committee thought it might be desirable if the Finaifcial 
Adviser, Militarj^ Finance, were to examine the possibility of systematising 
the record of ali important new accretions of expenditure on Military Services 
whether these have been specifically provided for in the Budget before the com- 
mencement of the financial year or have been imdertaken in the course of the 
financial year and met by reappropriation. 

31. Paragraph 46 of Appropriation Accounts afid paragraph 15 of Auditor 
GeneraVs letter, — The Committee noted with satisfaction that the Auditor 
General is taking steps for the improvement of these trading accounts. In 
certain respects the Committee itself would like to see further information 
provided, for example, some explanation of the actual cause of the profit or 
loss shown in the accounts and also an explanation of how any figures have 
been arrived at which are not actual cash figures, such as variations in 
stock at the beginning and end of the year. The possibility of giving such 
particulars as w^ould enable the trading accounts to be linked up with the 
Government accounts might also with advantage be studied. The infoima- 
tion could perhaps be most suitably supplied by means o[ ioot-notes. 

32. Paragraph 49 of Appropriation Accounts. — The Committee expressed 
the hope that the system will be continued as far as possible. 

33. Paragraph 54 of Apjyropriation Accounts and paragraph 19 of Auditor 
GeneraVs letter. — The Committee agreed with the remark made by the Audit- 
or General. 

34. Paragraph 20 of Auditor GeneraVs leitei and paragraph 15 of Report 
of Director of Army Audit. — The Committee agreed with the Auditor General. 

36. Paragraph 18 of the Report of Director of Army Audit and paragraph 
21 of Atiditof GeneraVs letter. — The Committee ascertained that disciplinary 
action has been taken and also that arrangements are now in force which 
should provide for a sufficient scrutiny of entrie i appearing in the Army List. 

36. Paragraph 22 o ' the Auditor G ne al s letter and paragraph 24 of the 
Report of Director of Army Audit. — There must be exceptions to the general 
rule quoted by the Auditor General in the case of the discretionary grants of 
the Commander-in-Chief, ihe Chief of the General Staff and the General 
Officers Commanding in Chief, etc. ; otherwise the Committee desired to endorse 



the Auditor Generafs observations and to add that particular care slioiikl be 
taken to secure that even in the excepted case«i reappropriation should be made 
immediately expenditure debitable to another head is saiiciioned, 

37- Paragraph 76 of Appropriation Accounts afid paragraph 24 of the Audits 
or GemraVs letter . — ^The Comnoittee ascertained that thi- is not a case of 
failtixe to recover sums due but merely a case of simis recoverable having 
been over-estimated due o causes which were beyond the coiiirol of the estimat- 
ing authority. 

38. Paragraph 25 of Auditor OeneraVs letter and paragraph 78 of Appropria-* 
timi Accounts . — The Committee was informed that the addition was due to the 
transfer of certain establishment from the Quarter Master* GeneraFs branch to 
the Master General of Supply’s branch. 

*39. Paragraph 26 of Auditor GeneraVs letter and paragraph 27 of Report of 
Director of Army Audit . — The matter was further explained hr the Military 
Accountant General, It was ascertained that this was a case of failure of inter- 
nal audit, that steps had been taken which should automatically prevent 
similar over-charges, and that disciplinary action was taken against those at 
fault, 

40. Paragraph 27 of Auditor GeneraVs letter and paragraph 28 of Report of 
Director of Army Audit — Further information had been obtained by the 
Auditor General from the oflScer who was both General Officer Commanding 
the district and later Quarter Master General. The latter had expressed the 
view that all that he had done was in the best interest of Govermnent, and the 
Committee was prepared to accept the statement. The purpose of the Auditor 
GeneraFs comment was mainly to call attention to the need of having de- 
finite contracts, a matter wffiich has novr received attention from the Govern- 
ment of India, 

41. At this stage the Committee adjourned till Saturday, the 3rd August, 
at 11 A.M. 


Proceedings of the Third Meeting o£ the BElitary Aceottnts Committee, hdd on 

the BrA August 1929, at 11 a.m. 

Present : 

The Hon'ble Mr. E. Burboh, C.S.L, C.LE., I.C.S., Chairman. 

Mr. J. E. C. Jukes, C.I.E,, I.C.S., Member. 

Sir Frederic Gauntlett, K.CJ,E., K.B.E., I.C.B., 1 
Auditor General. 

Mr, G, E. F. Tottenham, I.C.S., Army Secretary 
Mr. A. F. L. Braynb, C.I.E., I.C.S., Financial Advi 
ser, Military Finance. 

Lieutenant-Colonel S. G. V. Ennis, D.S.O., Miiita^ j 
Accountant General 

Mr. A. G. Barr, Director of Army Audit 

Mr. H, L. Livingstone. Deputy Financial Adviser, 

Military Finance. 


M ere a’ so 
present. 



170 


42. Parcigraphs 39 and 40 of Director's Report and paragraph 28 of Auditor 
{reneraVs letter. — The Financial Adviser, Military Finance, stated that the new 
procedure referred to in paragraph 39 of the Director’s Eeport is working well. 
The Committee desired that the Director of Army Audit should himself test 
the fficacy of the procedure on some future occasion and make a further re- 
port to the Committee if necessary. 

As regards ttr procedure referred to in paragraph 40 of the Director’s 
Ei^port. the Committee ascertained that suflficient time had not yet elapsed to 
Jiulge of its success and expressed the desire that this matter also should be 
commented iipon in future reports of the Director of Army Audit if necessary. 

43. Paragraph 41 of the Dimctor's Repay t and paragraph 29 of Auditor 
GeJieraVs letter. — On the suggestion of the Auditor General the Committee 
considered that the Director of Army Audit should get into touiph with the 
Director of Commercial Audit with a view to ascertaining whether the experi- 
ence gained in regard to the stock-taking of cinchona bark would prove to be 
of assistance in dealing with the question of future procedure which arises out 
of the habool hark case here discussed. The result of the Director of Army 
Audit’s investigations should be furnished to the Financial Adviser, Military 
Finance. The Committee further regarded it as important that since stocks 
once they go from store to the factory, lose their identity and verification there- 
by becomes impossible, the amounts issued from store to factory at any one 
time should be reduced to the absolute minimum necessary for manufac- 
turing purposes. The Committee desired that this proposition should be 
understood to be of general applicability to all cases of the kind where store 
of any particular nature lose their identity at a certain stage of store-holding. 

44. Paragraph 41-A of Director's Report and paragraph t 30 of Auditof 
General's letter ^ — The Committee regarded this case as an extremely unsatis^ 
factory one. The Superintendent in question incurred a very serious risk when 
he declined to accept the money tendered to him, and the risk has materialised 
to this extent that, whereas in the paragraph under consideration it is reported 
that Rs. 25,256-3-0 are still due from the firm, it has been ascertained from the 
Financial Adviser, Military Finance, that the outstanding has now risen to 
Rs. 29,207 by accumulation of interest, and that the possibility of effecting 
recovery is extremely precarious. The property of the debtor is the subject 
of litigation to which a number of claimants are parties. The Committee could 
find no justification for the action of the Superintendent : he had had two pre- 
vious warnings of the unreliability of the auctioneer, and, whatever the terms 
of the contract with the auctioneer were, there could have been no practical 
difiiculty in arranging for the money to be handed over to the Superintendent 
by the purchasers in the presence of and with the consent of the auctioneer 
who could not have had any reasonable ground for withholding such consent. 
The Committee also desired that the Administrative authorities should take 
up the question of issuing instructions which will ensure the adequacy of secu- 
rity deposits taken from auctioneers and other contractors who may have 
very large sums of Government money in their hands at any one tirhe. 

45* Paragraph 43 of Director's Report and paragraph 31 of Audited^ GmefaVs 
^er.~The Committee ascertained that the matter is in hand. 
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46. Paragraphs 45 and 46 of Director's Report and paragraph 32 of Auditor 
GeneraFs letter. — Tte Committee ascertained that the answer to the question 
raised by the Auditor General was in the affirmative. Apparently the Deputy 
Assistant Controller of Military Accounts was not aware of the procedure^ 
already existing, which he should have followed in order to obtain the inform- 
ation. The two cases quoted illustrate very forcibly the necessity for such a 
provision in the rules, since the explanation afforded in the second case is that 
the increase of Rs, 6,000 was accounted for mainly by the expense of maintain- 
ing and repairing one very old motor vehicle. The expenditure appears to be 
almost ridiculously disproportionate, as the cost of repairs must be somewhere 
in the neighbourhood of tlje cost of purchasing a iiev vehicle. The C^oininittee 
thought it desirable that the Financial Adviser, Military Finance, should jnake 
enquiries with a view to ascertaining whether it is still iisiiel for expenditure to 
bii incurred^on maintaining vehicles of this kind. 

47. Paragraph 4/ of Director's Report and paragraph 33 of Auditor OeneraVs 
letter . — The Committee was infomied that from 19:^8-29 the rate of depreciation 
for electric installation has been fixed at 10 per cent. 

48. Paragraph 48 of Director' s Report and paragraph 34 of Auditor GeneraTs 
letter. — The Financial Adviser, Military Finance, explained that the Adminis- 
trative authorities state that there are now no abnormal s\u*pluses. The Com- 
mittee thought that it would be desirable that the fact should be verified by 
the Director of Commercial Audit. 

49 Paragraph 49 of Director's Report. — The Committee was informed that 
it has been decided to tan the bellies and sell them as there is no market for un- 
tanned bellies whereas the sale of tanned bellies, when properly brought to 
account, gives a profit of one anna per pound. 

50. Paragraph S3 of Direclods Report and paragraph 36 of Auditor OeneraVs 
letter. — The Committee ascertained that a report has since been made to the 
Secretary of State. The Committee drew attention to the anticipation of a 
large drop in receipts on account of advertisements and suggested that the 
Army Department might consider whether the level of receipts formerly 
realised on this account cannot by some means be restored. 

51. Paragraphs 174 to 186 of Appropriation Accounts and paragraph 43 of 
Auditor GeneraVs letter. — The Financial Adviser, Military Finance, informed the 
Committee that these excesses are to a large extent the result of a new system 
of review and redistribution of allotments in the course of the filnancial year 
which enables the executive authorities to spend fully up to the grants allotted, 
and that sufficient experience in these years was not available to enable him to 
take sufficient account of the effects of this new system. 

52. Paragraph 88 of Director's Report and paragraph 48 of Auditor GeneraVs 
letter. — The Committee ascertained that in the cases in question, the danger of 
loss to Government was actually negligible, as the bungalows were the property 
of British officers which had in many oases been constructed with advances 
received from Government. At the ^me time the Army Secretary informed the 
Committee that orders are now being drafted in consultation with the Govern- 
ment Solkitor pointing out to all subordinate military authorities likelv to be 
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conceraed in the purchase ox acquisition of immovable property the proper pro- 
cedure which should be observed in order to ensure a satisfactory title to Gov-^ 
einnient. 

53. At this stage the Committee adjourned till Monday, the 5th August 
1929, at 11 A3f* 


Proceedings of the Fourth Meeting of the Military Aecotints Committee, held o» 

the 5th August 1929- at 11 a.m. 

Present : 

The Hon'ble Mr. E. Burbon, C.S J., C.I.E., Gh/nrmmi. 

Mr. J. E. L\ Jttkes, C.I.E., I.C.S., Member. 

Sir Frederic Ctabntbett, K.C.I.E.. K.B.E., I.C.S- 
Auditor GeneraL 

Mr. G. R. F. Tottenham, I.C.S.. Armv Secretary. 

Mr. A. F. L, Brayne, C.I.E.. J.C.S./Finaneial Ad- 
viser, Military Finance. 

Lieutenant-Colonel S. G. V. Ellis. D.S.O., Military > Were also pre- 
Aecoutant General, sent. 

Mr. A. G. Barr, O.B.E., Director of Army Audit. 

Mr. H. L, Livingstone, Deputy Financial Adviser, 

Military Finance- 

54. Paragraph 51 {a) of Auditor OeneraVs letter and paragraph 2 of Report of 
Home Auditor on Secretary of Stcvte^e Accounts. — The Auditor General observed 
that it was practically certain that the point taken by the Home Auditor in this 
paragraph would be very much affected by the decision given by the Secretary 
of State on another occasion that lodging allowance, in a certain comiection at 
any rate, is to be regarded as pay. The Committee, therefore, thought it desir- 
able that the whole matter should be further examined by the Financial Adviser 
in consultation with the Auditor General, the result being communicated to 
the Home Auditor if this is found to be necessary. 

55. Paragraph 51 {b) of Audit or GetmraVs letter a}(d paragraph 3 of Report 
of Home Auditor on Secretary of Spate's Aecount. — The Committee ascertained 
from the AriU}^ Secretary that th^^ Government of India had suggested that a 
normal period of tour should be laid down and adhered to, but that they should 
be free either to keep an officer on duty or grant him leave for a short time 
beyond the normal period, provided that the retention on duty or leave does not 
extend beyond the next trooping season. Such an arrangement would remove 
the difficulty here brought to notice. 

56. Paragraph 6 of Report of Home Auditor on Secretary of Statens Accounts ^ 
and Auditor GeneraPs letter daUd the 20th dune 1929. — The Committee ascer- 
tained that the adjustment of claims and counter claims in respect of A40& 
charges prior to 1st April 1937 has been merged in the general settlement of 
outstanding war claims between His Majesty’s Government and the Government 
of India. 

.1 .,;i 
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57* Paragraph 38 of Appropriation Accounts,— Hhe Committee examined 
the Quarter Master General and the Mastf^r General of (Ordnance and were 
informed of the percentages of loss which the figures represented in each 
case. It was stated that the losses under all the categories but one were normal 
in amount and inevitable in character, being due to the usual well-known causes, 
dryagej wastage, packages broken in transit, etc. In the excepted ease, which 
was that of ordnance stores, the loss occurred mainly under rifles and its magni- 
tude was due to the fact that a very large number of rifles was returned to the 
arsenals after the war, and that many of them were taken on the books at the 
value of serviceable rifles but on fmther examination were found to require 
repairs or to be unserviceable. Their value had consequently to be written 
down. The loss was thuo only a book loss and not an actual loss. The number of 
rifles returned after the war was so great that it was inipossible for the arsenal 
Staff to e^m.mine them properly before bringing them to account. The arrears 
have now for the most part been cleared off and the position is now approach- 
ing normality. The Committee thought it desirable that in all these cases 
the normality of the figures of loss should be tested from year to year by an 
examination of results on a comparative basis. 

68. Paragraph 39 of Appropriation Aecounti^ and paragraph J of Report of 
Director of Army Audit . — The Committee examined the Master General of 
Ordnance and the Quarter Master General anti ascertained that the Dis- 
posals staff and the Director of Contracts belong to the same organisation 
within Army Headquarters, and that no article is condemned and disposed of 
imtil it is absolutely certain that it is not required by some other department of 
Government ; also that the two suggestions of the Director of C’ontracts men- 
tioned by the Director of Army Audit have been accepted. 

59. Paragraph 11 of the Report of Director of Armjf Audit. -The Com- 
mittee, having examined the Master General of Ordnance and the Quarter 
Master General was strongly of opinion that the administration in India, 
as in England, should fortify itself by securing a certificate on the lines of that 
referred to in paragraph 27 of these proceedings. If and when rhe Govern- 
ment of India has laid down the quantities and categories of mobilisation 
reserves which shall be held, it seems essential that, in a matter of such vital 
importance, some authority should be made responsible for a periodical certi- 
ficate that the orders of Government are being obeyed. 

60. Paragraph 57 of Report of Director of Army Audit . — The Committee 
ascertained that, under the recent change of organisation, the Quarter Master 
General no longer occupies the position of the purchaser of stores manufac- 
tured by the Master General of Supply. The Master General of Supply {now 
the Master General of Ordnance), while he continues to manufacture stores in 
factories, now holds the finished articles in the arsenals from which they 
are issued to the troops as required. Thus, the Quarter Master General has 
no longer the same interest as before in checking the cost of supplies ; and the 
duty of seeing that stores are manufactured at a reasonable cost and that 
excessive funds are not allotted to the factories in the annual budget, devolves 
upon the Master General himself and the Financial Adviser, Military Finance. 
The other P* S. Os. have no interest in the matter, apart from the general 
interest of each and all in securing the economical administration of the 
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■mili tary services. The Financial Advise has ample instruments through 
which to exercise his control but the Committee thought that it might with 
advantage be examined whether a useful purpose would not be served by 
showing in the Army accounts the cost of supplies received from the factori^, 
a corresponding credit being showm in the Factory accounts. The Financial 
Adviser, Military Finance, was requested to examine the point and report 
the result next year, and also to report whether it would be feasible for the 
factories in India to ascertain production costs of different articles from month 
to month. It is imderstood that this is done in England. 

61. Paragraph 30 of Report of Director of Army Audit . — -The Committee 
recognised that the Ordnance Officer could not be expected to inspect a whole 
consignment ; but inquired whether it w^ould not be possible to mark the 
packages inspected, and also to mark the uninspected packages as being part 
of the same consignment, so that there might be means of fixing responsibi- 
lity when the packages were opened. The Master General of Ordnance agreed 
to examine the point. 

62. Paragraph 87 of Report of Director of Army Audit . — The Committee's 
conclusion was that the ease reported was a most unfortunate case in 'which 
through ignorance and inefficiency the correct procedure was not applied or 
misappliecf. The Conunittee under>lood that steps had been taken to prevent 
a reeunence of such incidents. 

63. Paragraph 55 of Report of Director of Army Audit . — The Com- 
mittee examined the Quarter Master Genera] and Adjutant General and were 
infoimed that the new" scheme uevei involves the imder-issue of rations to 
any particular individual and that the scheme, apart from its other advantages, 
is regarded as having an educative value of great importance. The scheme 
is acceptable to those most directly conceined, has been successful and un- 
doubtedly reduces w'^aste. From the audit point of view, the Committee 
desired that the orders on the subject of the credit to be allowed to regimental 
fnnds should express a particular method of calculation by which the amount 
credited should be deduced and should not refer in general terms to savings 

64. Paragraph 25 of Rtport of Director of Army Audit . — The Committee 
ascertained from the Adjutant General the causes which led to errors in esti- 
mating the numbers of officers and other establishments for which provision 
has to be made in the budget. Some of these causes are beyond the control 
of the authorities in India. Unforeseen variations occur in the numbers and 
ranks of personnel supplied by the War Office* In other cases, however^ 
more accurate e timation should be possible, and the Financial Adviser, 
Military Finance, undertook to give special attention to the matter next year.. 

65. Paragraph 67 of Report of Director of Army AttdiL—TAiei Committee 
examined the Adjutant General and came to the conclusion that the con- 
ditions qualifying for family pensions are too liberally interpreted, particularly 
in the mm of civilian employes paid from Army estimates. The difficulty of 
set ing up a specific criterien simple in application is recognised ; blit 
question cieairly requires to be reviewed in its general aspect and in the 

of the treatment which it is understood the same question has redesill^ heen 
on the Civil aide of ffie administration. ^ ' 

^#6w^®i#C!ominififcee adjourned tiJI 2-30 p.m. 
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Proceedings of the Fifth Meeting of the Military Accoonts Committee held on 

5th August 1929, at 2-80 p.m. 


Prepent ; 

The Hon'ble Mr. E. BrEDux. C’.S.l.. ('.I.E.. I.C.S , CJiamnan. 

Mr J E. 0. Jukes, C.I.E.. Mett>bef. 

8ir FREDERif G.A.UXTLETT, K.O.l.E., K.B.E. , T.C.S., 

Auditor General 

Mr. G. B. F. TorTr.XHAM, I.C.S. . Army Secretary. 

M * A. F. L. Brayxe, C.I.E., I.C.S., Financial Ad- 

vi er. IMilitary F nance. [^Were also pre- 

Lientenant-Coionel. S. G. V. Eulis, B.S.O., Military f sent. 
Accountant General. 

Mr. A G. B iRR, O.B.E., Director of Army And t. 

Mr. H. L. Livixustone, Deputy Financial Adviser, 

MiLtaiy Finance. J 

07. Paragraph of Pr port of Dirt dor of Arnnj Audit and paragraph 45 
of Auditor GeueraVs Vi/cr.— The Engineei -in-Ciiief "ave the Committee further 
information which indicated that, in assessing the amount correctly due, the 
iinj)ortant factor was that of rates foi difEerent classes of work. The Commit- 
tee considered that in the determination of ratco there was considerable laxity 
on the part of subordinates wliich the ordinary checks, executive and account- 
ing, should have served to prevent. This appears to the Committee to have 
been recognised in the action taken 

68. Paragraph 90 of Report of the Director of Army Audit . — The volume’ 
of expenditure in the month of March, though it has diminished as compared 
with the previous years, is still disproportionately great, and the Engineer- 
in-Chief was asked whether, in actual experience, he finds behind this rush 
of expenditure irregular and extravagant proceedings inspired by the desire 
to prevent the lapse of funds. He replied in the negative, and said that, 
as he saw the matter, the reasons for the rush of expenditure in March were 
1 roadly as follows. lA the first place, he agreed with the Military Account-- 
ant General in thinking that, to a very conaderable extent, it was a question 
rather of a msh of payment than a rush of expenditure in March. In the 
second place, frequent but apparently inevitable change of policy on the Army 
side led to delay in se ecting works to be carried out within the financial year 
and to consequential delay in the preparation of plans, es*^imates, etc., and iftj 
the allotment of funds. Again, in India it is only during part of the year' 
that intensive engineering work can be carried out, and this in the greater 
part of India is the cold weather, AH these factors tend to make it ^ natural' 
occurrence that more bills for completed works should mature in the' months 
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of February and March each year. The C^ommittee, recognising that there 
is nothing inherentlv wrong in a rush of expenditure in March and that the 
important question to determine is whether the rush of expenditure causes 
irregularities, asked that the attention of the Director of x4-rmy Audit should 
be directed to this point with a view to his imdertaldng a special investigation 
of March expenditure. The Committee also desired that the Financial Ad- 
viser and the Army Department should consider whether the military au- 
thorities might not usefully adopt a practice which has been adopted by certain 
Local GovernmenTs, under which special acceleration of payments in March 
is not permitted. This practice has the effect of checking any tendency to 
aeeeleiate disbursements, at the expense of regularity, for the purpose of 
avoiding the lapse of funds. The ililitary Accountant General observed that 
the acceleration of payments in March has a certain advantage in that it 
encourages contractors to produce their final bills promptly. T^is is a consi- 
deration which the Financial Adviser will no doubt take into account, but it 
is a consideration ^\liich should be common both to the Civil and the Military 
administrations. 

69. Item (</) of Apfendioc B of Appropriation Aecounta, — Having ascer- 
tained that the results of 1 928-29 are rather worse than the results for 1927-28, 
the Committee, alter examining the Engineer-in-Chief, came to the conclusion 
that the whole matter requires further investigation by the Director of Army 
Audit, who should take up the figures of 1928-29 and analyse them with 
reference, amongst other things, to (1) the proportion of the objections 
raised in regard to March expenditure, and (2) the causes of the very high 
money value of objections raised on account of want of sanctioned estimates ; 
while, in regard to the large amount under objection for want of vouchers it 
should be seen whether a reasonable time limit is allowed for receipt of vou- 
chers on the lines of the procedure in force on the civil side. It would be 
interesting also if the Director of Army Audit were to institute a comparison 
of the proportion of r^xpenditure on military works taken under objection 
with the similar proportion in the case of the civil public works expenditure 
of selected provinces. 

The Engineer-in-Ohief acknowledged that a good deal could be done in 
the way of redxicing the amount of expenditure held under objection if greater 
interest were taken by individual officers in the disposal of objections, and he 
undertook to take steps to stimulate such interest in his officers. 

70. Paragraph 51 (e) of Auditor GemraVh Utter and paragraph 10 of Re- 
port of Home Auditor on Secretary of StuteU AccounU,~The Committee as- 
certained that out of 729 cases received, re-allocation has been made in 663 
cases, leaving a balance of 66 only. 

71. Paragraph 52 of Auditor GeneraVe letter and paragraph 6 of the Re- 
port of Home Auditor on High Commissioner's Accounts, — The Financial 
Adviser intimated to the Committee that, circumstances having developed, 
it now appears to be safe for this money to be withdrawn from suspense, ahd 
that he is initiating action to this efiEect. The Committee endorsed this 
course of action. 

72. The Committee adjourned till 2-30 f.m., on the 6th August. 
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FroeeediBgs of tiie Sbcih Meetmg of ttie Military Aceounte (Tommittee hdi on Iho 

6th August 1929 at 2-30 p.m, 

Pbeseht : 

The Hon ’ble Mk. E* Burdun, C.S.I., Chairman^ 

Mr. J. E* 0. Jukes, C J.E., I.C.S,, Member. 

Sir Freberic C^auhtlett, K.CJ.E., Auditor 1 

General. ] 

Mr. A. F. L. Brayne, C.I.E,, I.C.S., Financial Were also 
Adviser, Military Finance. present. 

Mr, H. L. Livincistone, Deputy Financial Adviser, 

Military Finance. 

73. The Committee examined the Financial Adviser at some length on the 
subject of the variations between the expenditure under various heads of 
account and the original and modified appropriations under those heads. It 
was not inclined to attach very great importance to individual variations 
between budget and expenditure. The year under review was the first year 
of reversion from the costing to the cash basis of accounts, and this fact made 
it difficult to frame accurate estimates under subordinate heads. Moreover, 
the lump cut of 80 lakhs made by the financial authorities operated to render 
the budget figure, regarded as a whole, conspicuously accurate ; the total saving 
of the year being no more than 12 1 lakhs of rupees. The Committee consider- 
ed, however, that, as experience of the present system grows, it should be found 
possible to carry such cuts down to individual heads ; and hoped that every 
endeavour would be made to effect this desirable object. 

74. The variations between modified appropriations and expenditure were 

a more serious matter. The number of important cases of uncovered excesses, 
unsurrendered savings and apparently unnecessary reappropriations was greater 
that should ordinarily be consistent with an efficient control over expenditure. 
It was explained that these were largely due to defects of the system then 
in force. Estimates had to be revised in March on the basis of no more than seven 
months^ actuals ; while there was apparently some lack of co-operation between 
the financial and the administrative authorities. The Committee ascertained 
that these defects have since been largely remedied. The compilation of the 
accounts has been accelerated and further acceleration is expected. The respon- 
sibility of the Principal Staff Officers for the control of their own budgets 
has been established, and they are now working in complete sympathy with 
their financial advisers. The Committee, with the assistance of the Auditor 
General, made certain suggestions designed to secure a better control over 
expenditure. It emphasised the desirabfiity of a careful watch over commit- 
ments and liabilities with reference to the actuals of past years, and of an 
intelligent scrutiny of current expenditure against a scientific distribution of 
allotments over the months of the year. It discussed at some length the time 
and the maimer in which re-aproppxiations should be sanctioned, and laid 
stress on the necessity of ensuring that ear-marked savings are not diverted 
to objects other than those for which they are ear-mark^* Finally, it sug- 
gested to the Financial Adviser that he should consider the desirability of 
UelOPBFiiiD 1. 
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following the example of the civil aafchorities by securiiig the appointment of a 
wholetime expert whose duty it should be, under his control, to watch the pro- 
gress of expenditure throughout the year and to devote unceasing attention 
to the improvement of methods of budgeting and of expenditure control* 

75. As the present Director of Army Audit, who has filled that post ever 
since the Financial Adviser absunied the responsibility for the production 
of the accounts of Military Service^ will have retired from service before the 
accounts of another year are considered, the Committee considered it 
desirable to obtain and place on record his opinion of the present accounting 
arrangements of the Army. Mr. Barr was definitely of opinion that in 
certain respects and particularly in the matter of office administration and 
organisation the existing state of the separated account offices compared 
very favourably with that of the combined offices of accounts and audit as^he 
remembered them on the civil >side. He added, and the Financial Adviser 
himself agreed with him, that, while there was a healthy rivalry between 
the two agencies dealing with the accounts, the present relations between 
the accounting and auditing authorities were all that could be desired. 
The Committee noted with appreciation th<" subsequent statement of the 
Auditor General that the new’ audit offices iiad proved their value, and 
that he was entirely satisfied with the Director’s work which had yielded even 
better results than he had expected. It agreed with the Auditor General 
that the present happy relations were largely due to the tact and intelligence 
displayed by Mr. Barr in the introduction and development of the separated 
audit system. 

76. As a result of its general examination of the accounts and report^ 
the Committee was definitely of opinion that the reversion to a cash basis of 
accounts has greatly facilitated expenditure control ; and that, if the control 
exercised during the year under review was not in all respects exemplary, 
steps have been and are being taken which may be expected to place matter:^ 
in an entirely satisfactory position in futine years. 
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ANNEXURE I. 

General Certifedii' of ih Qntfria Ga^eml ami ihe Master Gemred of 

Ordiwaee rerimdiag a'ar /v.s^v'ms oa ihe 3hf JIarck I92S. 


We certify that on the 31 nt ilarcl^ 1928 tho war reserves of stores authorised 
by the Army Council to be held on that date tor th e Expeditionary Forces and 
detailed in the schedules subniitted to the Controller General, for the super- 
vision and maintenance of which we are respectively responsible, were in aH 
respects complete with th^ exception of temporary deficiencies to the aggregate 
value of 149,904, 


(>Sd.) W. H. AXDERSON, 

Qaader Master General- 

(Scl.) WEBB C4ILLMAN, 

Master Geyieral of Ordnance, 
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APPENDIX XI. 

Memoirndmii formsflbedbyth^ Atiditor Greneral on tbesnbjaet of tke cost of staff 
employed as an experimental measure on the eoncurrant audit of customs 
receipts at Calcutta. 

I promised the Public Accounts Commii tee to put in a memorandum on the 
subject of the cost of the staff employed as an experimental measure on the 
concurrent audit of customs receipts at Calcutta, together with an appreciation 
of the results obtained in this audit. The following paragraphs give the re- 
quired information. The existing staff employed on the concurrent audit is 
as follows : — 

Rs. 

1 Assistant Accounts Officer — 

Rs. 600 — 36 — 850 ; average cost per month . . 657 J 

(This officer does revenue audit as well as ex- 
penditure audit, bxit the full cost is taken as 
the major portion of his time is devoted 
to revenue audit.) 


1 Superintendent — 220 — ^20 — 5(X) : average pay 406 

4 Auditors — 100 — 10 — 160 : average pay . . 640 

1 T 3 rpist — average j>^y^ say . . . . . . 50 

Total monthly cost . , 1 ,753| 

Total annual cost . . 21,042 


2. The experiment was begun in August 1925, and the officer in charge 
reported that in the course of the first 14 months’ working short collections had 
been detected aggregating over Rs. 6,000. I have since received a consolidat- 
ed report of the results of the experiment from August 1925 to the end of Sep- 
tember 1928. The concurrent test audit involves the scrutiny of only 3% of 
ffie inward bilk of entry, 1% of the shipping bilk and 6% each of the drawback 
and refund payments (to mention only the more important items) . During the 
whole of this period short realisations of customs duty amounting to Rs. 12,262 
have been discovered, of which Rs. 7,956 have actuahy been recovered, the 
balance of Rs. 4,307 having been written off as irrecoverable, being time barred. 

3. Apart from the actual recovery effected, regard must also be had to the 
questions of principle which have been taken up in concurrent audit and decided 
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not only in respect of the assessment of individual transactions but of the treat- 
ment of consignments of similar articles dealt with in the future, A few 
examples of such questions are given below : — 

(1) Extent to which hospital appliances can be treated as the un- 

accompanied baggage^’ of a medical officer. The loss of duty 
involved in the particular case was Bs. 300. 

(2) Silver sheets inlaid with 18 ct. gold, wrongly passed free as bullion 

instead of being assessed to duty as silver manufactures. The 
amount of duty recovered in the individual case was Rs. 200-10-0. 

(3) Cash discount granted in respect of payments made by the importer’s 

home agency before arrival of the goods in India, wrongly taken 
info account in arriving at the landed cost ” in India. 

(4) Improvement of procedure for watching imports free of duty on behalf 

of foreign Consulates in India, and trade goods foi re-export to 
Nepal. 

(5) Paper tubes, cones and bobbins with yarns reeled on them, wrongly 

assessed at 2 1 % . The Central Board of Revenue agreed that they 
should be assessed at the rate of duty (apparently 5% or more) 
applicable to the yarns with which they were imported. 

(6) Amendment of the market value list, removing cigarette paper ’’ 

from the heading paper and stationery ” to the headx *'bmokers’ 
requisites ”, 

(7) Triangular or jagged wire nails, urongiy assessed as nails, other 

kinds ” instead of as wire nails The Central Board of 
Revenue confirmed the audit interpretation. 

(8) Crucible steel bars wrongly assessed at the specified rate of Rs. 30 

per ton instead of at 10% as bars not otherwise specified 

(9) Racing boats ”, wrongly assessed at 10% instead of at 30% as 

sports requisites The Central Board of Revenue upheld the 
audit view and Rs. 444-15-0 was recovered in the individxial 
case. 

(10) Spring steel ” and '' high speed steel ” bars, \yrongly assessed at 
Rs. 26 per ton instead of at 10% ad valorem. Rs. 683-10-0 was 
recovered in the individual case. 

(11) British manufactured steel round bars of over ^ inch diameter, 

wrongly assessed at 10% instead of at Rs. 26 per ton. Rs. 22-8-0 
was recovered in the individual case. 

(12) Type moulds, wrongly assessed to duty at 2|% as printing mate- 

rials. Rs. 60 was recovered in the individual case, 

f{3) Block iron sheets under l/8th inch thiclc, not fabricated”, 
wrongly assessed at Rs, 30 per ton instead of as all other sorts 
not otherwise specified if of British origin ” at Rs. 35 per ton. 
Rs, 61-2-0 was recovered in the individual case taken up. 
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(14) Hallers or Imskers operated by steam puw er, "vvruiigly admit ted fjee 

as '' agricultural machinery The (Vnlial Board of Eevenue 
upheld the audit view. There was a hj^s oi revenue ol Rs. 856-4-0 
m the individual case. 

(15) Mckelled turn buttons, wrongly assesteod at instead of at 20% 

as “ motor car accessories 

fl6) Washing soda, wTongly assessed at invoice \aliie im^tead of on the 
basis of tariff valuation feed for soda crystals. Es. li-12-0 was 
recovered in the individual case. 

(17) Tricyc es iiol chain driven w’ere assessed ai 15'/o instead of as 

toys at 30%, Rs. 22-15-0 was recovered in this ease. 

(18) A claim for draw^back amouniing to Rs. 321-1-5 Oii gramo- 

phone needles was wiongly admitted. It \ea ^ recogiii‘=-ed that 
the gramophone neeflles returned to the supplier were of mil 
value to 1hem, as lht*y could be reiid*‘red ‘^uleabf^ after the rust 
was reiooved. The Collertor of €;.• lams agrted villi the audit 
view that in such the value in section 50 (5) of the Sea 

Customs Act ip^iiis th.e value at the time of -lu'pinent and that 
drawback should not b*^ allowed in Mich - in fiUinv. 

4. It is very difffcult to place a figuiv without actuai local inquiry on the 
lecurcing savings on future consignments to which the eoncuirent audit may 
reasonably lay claim as the leuill oc tlie .-jettlejnent of the qiie.stioii'i of assess- 
ment involved in the abo'\e example.-. It seems, however, quite safe to say 
that the recuriing annual saving would cover the cost of audit several times 
over. 

It might be held that now that audit has settled such questions after 
working for some years, there may not be room for similar iLseful work in future ; 
but the tariff is being constantly revised, and I have no doubt that audit work 
in future will always prove fruitful in its results. 

5 While the above paragraphs give details of the benefits to the revenue 
derived from concurrent audit, it is not for a moment claimed that this audit 
never results in the discovery of over-assessments and consequent loss to the 
revenue. As a matter of fact, a few cases of over assessments have been dis- 
covered and refunds made to importers at the instance of audit. Statutory 
audit check is expressly conducted on behalf of the taxpayer, and it is considered 
that it is the legitimate function of audit to assist in stopping over-assessments, 
as much as in preventing under-assessments. 

6. The audit checks not only concern the amount of revenue but are also 
applied to ensure that the prescribed procedure is observed in the Custom 
House in the assessment and collection of the revenue. Fox example, the pre- 
scribed procedure requires that the assessing appraiser should obtain the sanc- 
tion of the Assistant Collector before amending the classification or value shown 
on the bills of entry. In one case the declaration sporting requLsfes '' in 
the bill of entry pertaining to tennis markers ” was changed into hardware ^ ^ 
by the assessing appraiser without the sanction of the Assistant Collector, 
and the goods wrongly assessed at 15%. Rs. 32-16-0 was actually recovered in 
tiiis case. 
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7. Before doBing this memorandum, I would make a brief reference to the 
practice in the United Kingdom where there is not only a full internal check 
of revenue but also a test audit carried out by the Comptroller and Auditor 
General on behalf of the House of Commons. Section 2 of the Exchcquei and 
Audit Department Act, 1921, of the United Kingdom runs as follows : — 

‘"'2 (1) The accounts of the receipts of revenue by the Departments of 
Chistoms and Excise, Inland Revenue and Post Office, and the 
accounts of every receiver of money which is by law payable into 
the Exchequer, shall be examined by the Comptroller and Auditor 
General on behalf of the House of Commons in order to ascertain 
that adequate regulations and procedure have been framed to 
secure an eflective check on the assessment, collection and proper 
allocation of revenue, and the Comptroller and Auditor General 
shall sativsfy himself that any such regulations and procedure are 
being duly carried out. r ^ 

(2) The Comptroller and Auditor General shall make such examination 
as he thinks fit with respect to the correctness of the sums brought 
to account in respect of such revenue as aforesaid, and shall, to- 
gether with his report on the appropriation accounts of the de- 
partments concerned, present to the House of Commons a report 
on the results of any such examination 

8. I think it will be agreed that the English ideal given abo\ e is one which is 
most likely to suit Indian conditions. The duty of the Auditor GeneraFs 
test audit would thus be confined (1) to seeing that adequate regulations and 
procedure have been framed to seciue an effective check on the assessment, 
collection and proper allocation of revenue, (2) to seeing that such regulations 
and procedure are being duly carried out, and (3) to iiaaldng a small test exami- 
nation as to the correctness of the sums brought to account. This naturally 
presupposes a full and adequate internal departmental check over the whole 
of the transactions. 
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APPENDIX Xn. 

Mote by the Audit Officer, ladian Stores Department, es;plaii3ii^ the diflmreiiee 
between the figures of Profit and Loss of the ladiaii Stor^ Department 

shown in the Appropriation Aeeomits and those shown in the Administra- 
tion Eeport of that Department. 

As was explained in the Memorandnm placed before the Public Accounts 
Committeej the final audited Profit and Loss statements for 1927-28 differs 
from its predecessors in the following respects : — 

{]) Under Revenue the actual realisations have been showui instead 
of a theoretical figure showing the revenue supposed to have been 
earned by the Department. 

(2) A few^ unnecessary heads which tended to blur the impression pro- 
duced by the statement as a whole have also been eliminated. 

For the purpose of an effective and accurate comparison the statement for 
1926-27 has now been recast on similar lines and the tw^o sets of figures for 1926- 
27 and 1927-28 have been placed side by side in the enclosed statement A. 

It will be seen from the revised statement for 1926-27 that the net loss 
has now been raised from Rs. 3,99,415 to Rs. 4,63,435. 

I shall now proceed to compare the figures shown in the statement prepared 
by the Audit Office with those shown in the Administration Report of the Chief 
Controller, Indian Stores Department. To facilitate our review I have shown 
in red ink the Administration Report figures Just l>elow the Profit and Loss 
account figures under each head. 

The heads 1 to 1 agree ui both the cases. The large difference under heads 
5, 6 and 7 is due to the fact that the Administration Report figures include expen- 
diture of a capital nature (such as apparatus costing more than Rs. 3 00 under 

* Supplies and Services ' and capital works such as residential buildings under 

* Petty construction and repairs"'), while these items are excluded from the Profit 
and Loss Account figures. In the Profit and Loss statement such expenditure 
of a capital nature would only affect heads 11 and 12, viz.. Interest on capital 
outlay and Depreciation. 

Further, the Administration Report ignores entirely the leave salary paid 
in England which, under the budgeting procedure, is not debitable to the 
Indian Stores Department grant but to a separate ixant, that is, the grant 
for expenditure in England under the control of the High Commissioner. All 
indirect charges such as pensionary charges, interest on capital outlay, deprecia- 
tion charges are also omitted from the Chief Controller's account. 

Another important difference between these two statements remains to ba 
noticed. In view of the fact that the Indian Stores Department is stiU in its 
infancy, it is not considered advisable that the full burden of the cost under 

* Audit and Account ^ should be thrown on it. Under the existing procedure 
the gross revenue of the Department is divided between it and Audit in propor- 
tion to their expenditures. The full Audit expenditure is budgeted for under 
Grant 42-Audit, while the share appropriated by Audit under the system shown 
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above is taken in reduction of the Demand under that Grant. Thus, while the 
actual Audit charge in 1927-28 amounted to Rs. 1,94,981, the amount recovered 
from the Indian Stores Department was only Rs. 1,66,609, the balance of 
Rs. *28,372 remaining at the debit of Grant 42. 

In other words, while the Administration Report shows Rs. 1,22,086 and 
1,66,609 as the cost of Audit in 1926-27 and 1927-28, respectively, the actual 
expenditure incurred was Rs. 1,41,663 and Rs. 1,94,981 in the same years. 

While the Profit and Loss statement shows a deterioration of Rs. 1,13,429 
during 1927-28 as compared with 1926-27, the oorrespondmg figure as disclosed 
by the Indian Stores Department Administration Report is only Rs. 21,285. 
The difference between the two sets of figures, that is, 92,144 is explained in the 
annexed statement B. 

A copy of the note prepaied b;\' the Chief Controller, Indian Stores Depart- 
ment , expliiiniiig the difference between the two sets of figures is also enclosed 
for the iiiJorjiiai/ion of the Aixditor General. The difference between my note 
and the note prepared by the Chief Controller is due to the fact that the 
Chief Conirolles’s explanation is based on the figures shown in the printed 
Appropriation Accounts, while mine is based OB the revised figures shovrn in 
the statement A annexed to this note. 



STATIMINT A. 

Profit and LossJBiidget accounts of the Indian Stores Department for the years 1926-2/ and 1927-28. 


387 
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STATEMENT B. 

Rs, 

Supplies and Serinces — 

Audit Office figm'e 1927-28 more . • . . - . • • 25,595 

L S. D. figure 1927-28 more • . .*• • . • • 18,130 


Difference : Audit Office fieiure more 
Ooniingemies — 

Audit Office figure 1927-28 more .. .. .. .. 1,713 

1. a D. figure 1927-28 less .. .. .. .. 10,755 


Audit Office figure more 
Petty construction and repairs — 

Audit Office figure 1927-28 less . . . . . . . . 5,828 

I. a D. figure 1927-28 less .. .. .. .. 82,296 


Audit Office figure more 


Leave salary paid in Englmd — 

1927-28 less .. 

Pensionary charges — 

1927-28 more . . 

Government contribution to Provide^it Fund — 
1927-28 less . , 

Interest on Capital outlay — 

1927-28 less . , 

JDeprecia&on clmrgea — 

1927-28 leas 

Stationery and printing — 

1927-28 more . . 

GoM of Audit and Aocotinis — 

Audit Office figure 1927-28 more . . 

I, S. B. figure 1927-28 more 

Audit Office figure more 


Total 




53,418 

44,523 


Summarising the above results we get. 

Under ‘ Supplies and Services Contingencies, ‘ Petty construction and 
repairs ’ , , 

Under Leave salary paid in England 
Under Pensionary charges 
Under Heads 10, 11 and 12 
Under Stationery and Printing 
Under Audit and Accounts 
Under Receipts due to rounding . . 


R*. 

7,465 

12.468 

76.468 
96 401 
37,951 

16,166 

31 

2,472 

5,043 

36,178 

8,895 

Bs. 

+96,401 
—37,953 
+ 16,166 
—7,546 
+ 16,178 
+8,896 
+ 1 


Total 


+92,144 
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Tlie Public Accounts Conunittee were unable to understand the reason for 
the diSerence between the increase of the deficit in the accounts of the Indian 
Stores Department during the year 1927-28 as shown respectively in the ac- 
counts printed on page 27 of the Administration Report for the year 1928-29 
and in the Profit and Loss Account printed on page 313 of the Appropriation 
Accounts, and the opinion was expressed that an explanation of the difference 
should have been given. It has not hitherto been possible to include such an 
explanation in the Department’s Administration Report since that Report does 
not include the Profit and Loss Account. Moreover, the latter Account for 
the year under report is not completed before the publication of the Report. 
Similarly, an explanation cannot be given in the Appropriation Accounts for 
the reason that those Accounts do not indicate the deficit in the budget ac- 
counts. I understood, however, that the Committee desired to have an ex- 
plg<nation of the difference which appeared in the budget account and the Profit 
and Loss Account for the year 1927-28, and I accordingly furnish an explana- 
tion of the matter. 

Before dealing with the actual figures I should like to make certain points 
clear — 


Firstly , — The budget account (that is, the account appearing in our 
Administration Report) is not an account compiled by the De- 
partment itself. The account is compiled by the Accounts De- 
partment, and it carries the same authority as the Profit and 
Loss Account which is also prepared by the Accounts Depart- 
ment. 

Secondly , — ^The two accounts are prepared on entirely different principles — 

(а) The budget account exhibits the actual realisations of revenue 

during a year. The Profit and Loss Account, on the other 
hand, exhibits the revenue earned during the year, that is, the 
value to the Department in the shape of fees of the actual work 
carried out by it during the year. Inasmuch as contracts 
placed by the Department during the year may not in many 
cases be completed until the succeeding year when payment is 
actually made and the fees are actually recovered, there must 
of necessity be a difference between the revenue side of the two 
accounts. I may add that it has since been decided that future 
Profit and Loss Accounts will exhibit only the revenue actually 
realised during the year, so that there will in future be con- 
cordance between the revenue sides of the two accounts. 

(б) The budget account shows merely the direct expenditure against 

the Indian grant of the Department. The Profit and Loss 
Account shows m addition (i)the indirect charges, namely, 
pensionary charges, Government contribution to the provident 
fund, interest on capital outlay, depreciation charges and sta- 
tionery and printing charges; and (ii) expenditure against the 
High Commissioner’s grant on account of the leave salaries of 
officers paid in England. The Profit and Loss Account on the 
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otter hand does not stow tte capital expenditure of the De- 
partment, wtict is shown in the budget account, but merely 
the depreciation and interest charges on that expenditure. 

Thirdly . — The audit factor comes into the budget account in the shape of 
a deduction from the revenue of the Department, whereas in the 
Profit and Loss Account it appears as a direct charge on the ex- 
penditure side. If the two figures agrcf^d the net result would, 
of course, be the same ; but it will be seen from a reference to the 
two accounts that there is no agreement between the two sets of 
figures. For the purposes of the budget account the total reve- 
nue realized is distributed between the Indian Stores Department 
and the Audit Department in the ratio that the expenditure of 
one bears to that of the other, whereas in the Pr^t and Less 
Account the actual expenditure incurred by the Audit Depart- 
ment is debited to the account. 

I attach a statement which makes a comparison of the two accounts (Profit 
and Loss and budget). It will be seen that the Profit and Loss Accoimt as 
shown in this statement does not agree in matters of detail with the account as 
printed on page 313 of the Appropriation Accounts. The reason for this is 
that the latter account contains some items which are common, or partly com- 
mon, to both sides — vide items 13 and 16 on the Dr. side and items 5, 6, 7 and 8 
on the Cr. side. Item 16 on the Dr, side is identical with items 5, 6 and 7 
on the Cr. side, and I have, therefore, omitted these four items entirely. Item 
13 OB the Dr. side is larger than item 8 on the Cr. side ; but it includes the whole 
of item 8 on the Cr. side, and 1 have, therefore, omitted the amount of item 8 
from both sides and have distributed the balance of item 13 among their proper 
heads of account, that is, the heads against which the expenditure is actually 
chargeable. 

I will now proceed to explain the actual difference of Rs. 1,34,307 between 
the increase in the deficit during 1927-28 as shown in the budget account and 
that as shown in the Profit and Loss Account, 


According to According to 


Profit and Loss Budget 

Account. Account. 

IP'S* IPs* 

Deficit during 1927-28 . . . . . . . . 5,55,007 2,39,699 

Deficit during 1926-27 . . . . . . . . 3,99,415 2,18,414 

Increase In the deficit in 1927-28 over 1926-27 . , 1,55,592 21,285 


Difierence 


1,34,307 



19i 


Explanation of the difference between the figure^ of deficit shown in the 
Profit and Loss and Grant accounts respectively : — 

Rs. 

1. Difference due to expenditure of a Capital 

nature on Works ’’ appearing in full 
in the Budget, but in respect of \\hich 
only depreciation and interest are shown 
in the Profit and Loss account . . 76,468 

2. Do. under Supplies and Services 9.216 An important factor resulting 

^ in these differencas is a 

3. Do. under Contingencies .. 23,830 J eiiaiige in 1 he method of the 

preparation of the Profit 
and Loss account intro- 
duced in 1927-28- All ex 
penditure on assets was pre- 
viously treated as Capital 
outlay but from 1927-28 
it was decided to treat 
articles of furniture, etc., 
and also technical equip- 
ment and apparatus costing 
less than Rs. io(j each as 
Revenue “ expeiuhturc. 

In the aeeoiitits of some 
organisations the total book 
value of such assets on 1st 
April 1927 ax as debited to 
the Profit and Loss account 
of 1927-28, resulting in a 
larger debit than that ap- 
pesaring in the regular ac* 
counts. 

4. Increase under items (indirect charges, 

such as pensionary charges, etc.) not 
passing through the regular accounts . . 29,564 

5. Decrease due to a smaller amount having 

been paid in England as leave salary 
during 1927-28 than during 1926-27 
and appearing in the Profit and Loss 
Account only . . . . . .—37,951 

6. Difference in the calculation of Audit 

charges . . . . - . - - 8,895 

7. Difference between Revenue earned and 

Revenue realised . . . . - . 24,285 

Total difference .. ,,1,34,307 

I trust that this explanation will serve to clear up the doubts which existed 
m the minds of the members of the Committee yesterday. 

As I pointed out yesterday, despite the larger deficit in the accounts of the 
year 1927-28, the Department was really progressing towards financial equili- 
brium, and I think tMs will be apparent from the following analysis. 

The revenue increased, according to the account, from Bs, 15,45,023 to 
Es. 16,13,629, or by 4-4%. The expenditure increased from Bs. 19,44,438 to 
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Ks. 21,68,636 that is, by li*o%. The purely departmental ©xpendittira, 
however, increased by 9*5% only, the difference of 2% representing the in- 
crease of the Audit charges debitable to the Department, which exceeded those 
of the previous year by 37 • 7%, Thus, the increase of the Audit charges was 
relatively much greater than that of the purely departmental expenditure. 

There were no special reasons which operated so as to prevent a larger 
increase of revenue than that which occurred apart from the reluctance of the 
consuming Departments to utilize the Stores Department more extensively. 

Of the increase of expenditure, about 5% represents normal growth, due 
to accrual of increments in the pay of the staS, etc., leaving 4-5% attributable 
to the expansion of the Department, This increase does not compare unfavour- 
ably with the growth of revenue, namely, 4-4%. 

An examination of the accounts of the past four years shows, however, 
that there has been a steady improvement of the financial position. The 
earnings have increased by 85% since 1924-25, while the increase of expendi- 
ture has been 69 -8% only. The proportion of revenue to expenditure has 
increased from 68-3% in 1924-25 to 74*4% in 1927-28. In other words, 
while we failed to recoup Ks. 31*7 of every hundred rupees of expenditure in 
1924-26, in 1927-28 we lost only Rs, 25*6 on every hundred rupees of expendi- 
ture. If the Audit charges are excluded, we recouped 81*8% of our expendi- 
ture in 1927-28 as against only 71*2% in 1924-25, which again goes to show 
that Audit charges are rising in a higher ratio than our own. The increase of 
these charges has resulted in setting back progress towards financial equilibrium 
to the extent of about 6%. 

The above results are deduced from the figures shown in the Profit and Loss 
Account which, as mentioned, exhibits the amount of revenue earned, not that 
actually realised. If we take actual realisations since 1924-25 into account we 
find an increase of 97*5% as against an increase of 69*8% of expenditure 
inclusive of audit charges and 61-1% exclusive of audit charges. The increase 
of revenue during 1927-28 amounted to 6*3% as against 4*4%, on the basis of 
revenue earned. We also find that there was a larger increase of the propor- 
tion of the recouped expenditure. In 1924-26 the percentage was 62 * 4 whereas 
in 1927-28 it was 72*6, that is, an improvement of 10*2% as against 6*1% 
calculated on the basis of earned revenue. 
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Profit and Loss accounts and Budget accounts of the Indian Stores 
Department for the years 1926-27 and 1927-28 


H6JtCPBFinl> 
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Profit and Loss accounts and Budget accounts of the Indian 

©r. 




Profit and Loss account. 

Budget 

No. 

Head of accotmt. 

1926-27. 

1927-28. 

Increase. 

1926-27. 

I 

2 

a 

4 

5 

6 



Hs. 

Ks. 

Ks. 

Rs. 

1 

To pay of officers 

5,91,534 

6,55,336 

63,802 

5,91,533 

2 

To pay of estaHisliment 

5,23,082 

5,97,467 

74,385 

6,23,081 

3 

To aliowaiices 

1,69,106 

1,77,028 

7,923 

1,69,106 

4 

To grants-in-aid 

2,136 

600 

—1,536 

2,136 

5 

To supplies and services 

51,431 

78,777 

27,346 

69,864 

6 

To contingencies 

1,16,772 

1,29,847 

13,075 

1,29,757 

7 

To petty construction and repairs 

14,408 

8,580 

— 5,828 

91,854 

S 

To leave salary paid in England . . 

85,565 

47,614 

—37,951 

*• 

9 

To pmsionary charges « , 

86,674 

1,02,840 

16,166 

• * 

10 

To Government contribution to 
provident fund 

38^71 

38,540 

—31 i 

1 


11 

To interest on capital outlay 

65,032 i 

64,067 

—965 

.. 

12 

To depreciation charges 

28,876 

25,153 

—3,723 


13 

To stationery and printing 

29,689 

47,806 

18,117 

i 



Total I. S. D. proper 

18,02,875 

19,73,666 

1,70,780 

15,77,331 

14 

To cost of audit and accounts 

1,41,563 

1,94,981 

63,418 

1,22,086 


Total expenditure side * . 

19,44,438 

1 

21,68,636 

2,24,198 

16,99,417 : 


Total receipts .. 

15,45,023 

16,13.629 

68,606 

14,81,003 


Deficit 

3,99,116 


1,55,592 

2,18,414 
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Stores Department fa. the ijcar^ 1926-27 and 1927-28, 


Cr. 


account* 





Profit and Loss account. 



Difiterence 








between 

Head of account, j 






colunins 






1927-28. 

Increase. 

6&S. 



1926-27. 

1927-28. 

Increase. 

7 

8 

9 


10 

11 

12 

13 

Ks. 

Rs. 

Rs. 



Bs. 

Bs. 

Bs. 

6,55,336 

63,803 

1 

(1) By recoveries 





* 



on account of 




6,97,466 

74,385 

•- 


fees for tests, 
inspections. 




1,77,028 

7,922 

—1 


etc., from Govt. 
Bepts., Bail- 





—1,536 

. . 


ways, private 
firms and in- 




87,994 

18,130 

—9,216 


dividnals 

9,01,965 

9,59,161 

57,196 

1,19,002 

—10,766 

—23,830 

(2) By 1% Ins- 







pection charge. 

2,07,686 

2,36,668 

29,082 

9,658 

—82,296 

—76,468 

(3) By 1% pur- 








chase charge. 

3,98,800 

3,73,046 

—27,754 

• • 

• • 

37,951 

(4) By misceHa- 








neons receipts. 

36,672 

44,764 

8,082 

*• 

•* 

— 16,166 







1 

i 

31 


Total 

15,45,023 

16,13,629 

i 

68,606 





(6) By net loss 




» 1 

1 •• 

966 


for the year* . 

3,99,416 

6,55,007 

1,56,592 

# * 


3,723 


^—29,664 




* # 

.. 

—18,117 






16,46,984 

69,663 

—1,01,127 






1,66,609 

44,623 

—8,895 






18,13,593 

1,14,176 

—1,10,022 


.... 

19,44,438 

21,68,636 

2,24,198 

16,73,894 

92,891 

24,285 






2,39,699 

21,286 

1,34.307 





i 
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APPENBIX Xm. 

Memoranfiiim fximMied hw tbe CoBomejJce Dfepaxtmmt the 

expenditure incrared on the conversion of the IroopssMp Dirfferin into 

a !&ainm^ ship for the tminin^ dt Indian hoys as d«lc officers. 

The Report of the Indian Mercantile Marine Committee was snhxoitted in 
March 1924. In chapter II of their Report the Committee recommended the 
establishment of a Traming Ship in Indian waters and they suggested that the 
Royal Indian Marine Troopship Dnfierin which was being disposed of in 
interests of economy, should be retained for this purpose and converted 
into a Training Ship which would be stationed at Bombay, The Committee’s 
proposals did not, however, furnish sufficient details to enable the Government 
€>f India to formulate a definite scheme for the training of Indian boys as 
deck officers. The Government of India, therefore, decided to obtain the 
sei^ices of expert from England to prepare a detailed scheme for the es- 
tablishment of a Training Ship in Indian waters and they secured the assistance 
of Captain M. B. Sayer, C.B.B., R.D., R.N.R,, Captain Superintendent of the 
Training Ship "'^Worcester”, for this purpose. Captain Sayer came out in 
November 1925 and submitted a report on the 28th December 1925. After 
a careful and detailed inspection of the DuSerin ” he came to the conclusion 
that the vessel was decidedly suitable for the purposes of a Training Ship and 
that the cost of conversion would be moderate. He also prepared a rough 
estimate of the cost of fitting out the vessel as a Training Ship and this estimate 
amounted to Rs. 2,23,000 ; it was prepared (Annexure A) in consultation with 
the Director, Royal Indian Marine, who obtained the details from his Con- 
structor and Engineer. He further suggested that Karachi would be more 
suitable than Bombay for the location of the Training Ship. 

2, On the 19th March 1926, in connection with Sir P. S. Sivaswami Aiyar’s 
resolution regarding the need for the nautical trammg of Indians and the crea- 
tion of an Indian Mercantile Marine, the Legislative Assembly accepted, in 
principle, the scheme for the establishment, in Indian waters, of a Training 
Ship for deck officers. On the 25th March 1926 the Director of the Roy^ 
Indian Marine was asked to prepare a detailed estimate for fitting out the 
Dufferin ” as a Training Ship on the basis of the recommendations made by 
Captain Sayer. He submitted a detailed estimate accordingly on the 17th 
May 1926, and this estimate amounted to Rs. 2,27,645. No question was then 
raised of any purchase price to be paid by the Civil Department for the vessel. 
The Standing Finance Committee approved this estimate in August 1926, 
and the Legislative Assembly voted a supplementary grant of Rs- 2,00,000 
for the conversion of the Dufierin ” on the 31st of the same month. The 
detailed estimate, amounting to Rs. 2,27,645 (Annexure B) was sanctioned on 
the 25th October 1926 and the Director, Royal Indian Marine was instructed 
(Annexure C) to take the work in hand. He was, at the same time, asked to 
inform the Government of India what expenditure was likely to be incurred 
during the year 1926-27 and what provision should be made in the Budget 
estimates for 1926-27 on this account- On the 28th December 1926^, 
Director, Royal Indian Marine, reported that it was anticipated that an ex* 
pimditure of Rs. 87,fM)0, approximately, woidd be incurred during the financkl 
year 1926-27 and that the balance would be expended during the next financial 
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year. Tlie Standing Finance Coioniittee was informed accordingly towards 
the end of January 1927 and a provision of Es. 1,40,973 (after allowing for a 
small rounding) was made in the Budget for 1927-28. 

3. In June 1927 it was decided that the Training Ship must be located 
at Bombay and not at Karachi. This decision was reached on the ground 
that there was no dry dock at the latter place and it would be very expensive 
and also unsafe to tow the vessel to Bombay every second year for dry-dock- 
ing. The Director, Royal Indian Marine, was informed accordingly. 

4. A proof copy of Demand IsTo. 45-Ports and Pilotage ’’ for the year 
1928-29 was received, through the Finance Department, early in February 
1928, and it was noticed that a provision of Rs. 3,60,000 was included by the 
Accountant General, Bombay, in the Revised Estimate for 1927-28 against 
the sanctioned grant of Rs. 1,40,973 for that year. A telegram was at once 
sent to the Captain Superintendent of the “ DuSerin ” pointing ^this out and 
asking him to telegraph, after consultation with the Director, Royal Indian 
Marine, and the accounts authorities, the reasons for this large excess. On 
the 9th February 1928, the Captain Superintendent telegraphed as follows : — 

Consulted Director and Controller of Marine Accounts. Director 
advises — Begins. Excesses due to change of port from Karachi 
to Bombay as ship’s draught had to be altered necessitating 
big radical structural alterations to hull also to long period of 
ship’s lay up which resulted in many unforeseen repairs due 
to deterioration. Total charges have not yet come forward. 
Approximate total Rs. 3,50,000 correct against sanctioned 
estimate of Rs. 2,27,645. Director addressing Government of 
India.’’ 

The further commimication feom the Director, Royal Indian Marine, 
promised in the above telegram was, however, not received, and on the 24th 
February 1928, a re-appropriation of Rs. 1,22,027 from other sub-heads under 
the same grant was sanctioned, with the approval of the Finance Depart- 
ment, to meet the anticipated excess of expenditure on the conversion of the 
DujSerin ”, over the sanctioned grant for the purpose. This figure was 
arrived at as follows ; — 

Rs. 

Total estimated expenditure . . , . . . * . 3,50,000 

Rs. 

^Expenditure duiir^ 1926-27 . . . , 87,000 

SanctionedGrantforl927-28 .. .. 1,40,973 2,27,973 

1,22,027 


6. Dxirmg the year 1927-28 sanction was also accorded, with the apptoT^kl 
of the Standing Finance Committee, to the payment of a sum of Es. 1,25,060 

•Aetna! expenditure during that year amounted, however, to Be. ^,41! only,' but 
^be CipTeimnient of India were not apprised of the fact at the time. 





as the ptircliase price of tlie DiiSerin This amount was also fomd by 
ireappropriation from other sub-heads under Demand No* 45-Portg and 
Pilotage 

6. As it was found possible to meet the anticipated excesses in expendi- 
ture on the conversion of the Dufferin by re-appropriation from the sanc- 
tioned grant tinder the same demand head, it was not considered necessary 
to approach the Standing Finance Committee in regard to the matter, but, 
as stated above, the approval of the Finance Department was obtained to the 
re-appxopriations made. The necessity for the establishment of a Training 
Ship and for the conversion of the Dufferin had already been accepted, 
both by the Standing Finance Committee and the Legislative Assembly. It 
did not, therefore, appear to the Commerce Department that the items on 
which the additional expenditure had to be incurred, were of the nature of new 
services or inquired the specific sanction of the Legislative Assembly. It 
is a well known fact that in a work of this kind it is practically impossible to 
frame even an approximately accurate estimate until the ship has been entirely 
opened up in dry-dock. It generally happens that new defects which had not 
been anticipated at the time of the framing of the estimate are discovered as 
each portion of the ship is opened up, and the mending of these unforeseen 
defects necessarily increases the estimated cost of repairs. This is what 
happened in the present case ; and the Director, Royal Indian Marine, was 
asked to explain why the previous sanction of the Government of India was 
not obtained to the increased expenditure. In his reply, with which he for- 
warded correspondence which had passed between Mmself and the Accoun- 
tant General, Bombay, he states as follows : — 

I understand it was my predecessor’s intention to report the matter 
to the Government of India and obtain approval for the extra 
expense, as stated in the telegram of 9th February 1928 from the 
Captain Superintendent of the Dufferin ” to the Commeroa 
Department, but as the work progressed and fresh defects were 
constantly being discovered, it was considered advisable to 
defer the matter until a final decided estimate could be furnished. 
If the Government of India had been given an approximate 
estimate and the sanction awaited before the additional items 
of work were taken in hand, the completion of the vessel would 
have been seriously delayed,” 

Most of the extra expenditure incurred was on account of the additional 
work necessitated by the vessel having been laid up for a long period and the 
alterations necessitated by the change of the station of the ship from Karachi 
to Bombay. It was impossible to estimate correctly the amount of damage 
done to the ship by her long lay-up, and the change of location of the ship 
from Karachi to Bombay was decided upon after the original estimates had been 
framed- 


7. In footnote 2 on page 167 of the Appropriation Accounts it is stated 
that the total cost of conversion including purchase price of the ship 
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Bs. 1,25,000) was Rs. 5,02,786. This anjoimt is made up of the following 
items : — 

Es. 

(IV Expenditure oa conversion dxiiing 1926-27 .. .. 55,411 

(2) Expenditure on the mainteBance of the “ DufSerin ” during 21,41S 

1926- 27 and 1927-28. 

(3) Purchase price of the “ DufEerin ” . . . . . . 1,25,000 

(4) Expenditure on the conversion of the “ Dufierin ” during 3,00,962 

1927- 28. 


Total . . 5,02,786 


Items (2) and (3) above do not really form part of the cost of conver^on 
of the vessel. Item (2) represents the necessary recurring es 5 »enditure, on a 
care-taking party and supplies, which had to be incurred since 1924 when the 
vessel was taken over from the Royal Indian Marine. Item (3) really means 
the transfer of money from one pocket of the Central Government to another. 
The actual expenditure incurred on the conversion of the “ Dufierin ” s that 
given under items (1) and (4) above, namely, Rs. 3,66,373 against the original 
estimate of Rs. 2,27,645, ».e., an excess of Rs. 1,28,728 or 56-6 per cent. 

8. At the meeting of the Public Accounts Committee held on the 17th 
instant, it was suggested that the Commerce Department, when sanctioning 
the original estimate, should have stipulated that the estimate should not be 
exceeded. It is an established practice of Government Departments that 
expenditure on works should he limited to the sanctioned grant and the Director, 
Royal Indian Marine, to whom the work was entrusted in the case under re- 
ference, was expected to see that the sanctioned estimate was not exceeded 
and to obtain the necessary sanction of Government to additional expenditure 
if the sanction was likely to be exceeded. His reasons for not applying for 
an additional grant are given in paragraph 6 above. 
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ANNEXURE A. 

FEtimate of non-reo-aiiin.g cost of fitting out tlie R.I.M.S. ** Dufierin se 

Training Ship. 

Alterations and repairs aa per estimate attached : — 



Labour. 

Material. 

Totah 


Bs. 

Ks. 

Bs. 

Alteribtions 

30,160 

43,400 

73,650 

Eeconditioning work 

26,552 

20,292 

46,844 

Ov€xhead charge 

26,516 

12,738 

38,254 

Total 

82,218 

76,430 

1,58,648 

Electric fittings, etc., as per estimate attached 

11,000 

23,000 

34,000 


2,250 

3,150 

5,400 

Total 

13,260 

26,160 

39,400 

Awnings, running gear, fitting sails, yards, etc. 



:^,ooo 


Grand total of non-recuiring charges . . , . . . 2,23,048 

N.B . — There mil be some returns on stores, etc., and arismgs but no allowance for this 
has been made m the estimate. 

The estimate includes the provision of additional furniture fur cabins. 
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ANNEXURE B. 





Estimated cost (a). 

Ho. 

of 

Item. 

Description of 
Alterations and 
Additions. 

Beport and 
Becommen- 
dations by 
Dockyard 
Officers. 

Labour. 

Mate- 

rials 

pur- 

chas- 

ed 

lo- 

cally. 

Total 

In- 

dian 

Esti- 

mate 

(Cols. 

7 & 8). 

l\Iate- 

rial 

Eu- 

rope 

Im- 

port- 

ed 

direct. 

(h) 

Grand 

Total 

(Cols. 

9 8s 

10). 

Ho. 

of 

Item. 

1 

2 

3 

4 

5 

6 

7 

8 

1 ^ 

1 

1 

On Orlop and Troop 
Decha* — lotting of 
Gymnasium on 

Orlop Deck. Modi- 
fication of Troop 
Decks for Class 
Room and Messing 
Spaces. Alteration 
in Hospitals and 
Family Quarters to 
provide 100 sleep- 
ing berths and 
wash places. 

1. Heces- 
sary as 

stated. 

10,850 

9,600 

28,450 

7,200 

35,650 

• 

1 ' 

1 

•* 

I 

2 

On Main '^Deoh. — ^Al- 
terations for Cap- 
tain’s Sleeping 

Cabin, Drawing 

Room and Dining 
Boom, Alteration 
to 2nd Saloon for 
Executive Officers 
Mess & Sitting 
Booms. Alteration 
to existing cabins 
to provide 3 largo 
cabins including 

provision of neces- 
sary furniture. 

2. Neces- 
sary as 

stated. 

4,350 

6,000 

10,350 

3,300 

13,650 

2 

S 

On Spar Dech , — 
Smoke Boom to be 
fitted as Class 
Boom, 

3. Neces- 
sary as 

stated. 

218 

90 

308 

90 

398 ! 

3 

4 

On Boat Beds* — ^Al- 
terations to provide 
Captain Deck Sleep- 
ing Cabin, Indian 
Schoolmaster’s Sit- 
ting Room, Hospi- 
tal for Cadets with 
10 berths, complete 
■with Dispensary, 
bath and W. C., In- 
dnding neoe^wry 
furniture. 

4. Neces- 
sary as 

stated. 

4,350 

6,400 

9,750 

2,400 

12,150 

4 
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Estimated cost (a). 

No, 

of 

Item. 

Description of 
Alterations and 
Additions. 

Report and 
Recommen- 
dations by 
Dockyard 
Officers. 

Labour. 

Mate- 

rials 

pur- 

chas- 

ed 

lo- 

cally. 

1 Total 
i In- 
1 dian 
Esti- 
mate 
(Cols. 

7 &8). 

Mate- 
rial 
' Bu- 
rope 

Im- 

port- 

ed 

direct. 

(6) 

Orand 

Total 

a>is. 

(9& 

10). 

‘ No* 
of 

Item. 

I 

2 

3 

4 

5 

6 

7 

8 

9 

$ 

• 

1 Yards 60 ft. and 40 
ft. to be provided. 

• 

5. Neces- 
sary as 
stated. i 

1,450 

600 

2,050 


7,460 

5 

6 

Boais . — ^Renewals or 
repairs of — 

2 28' Cutters. 

2 27'Montagu 
Whalers. 

1 30' Montagn 
Gig. 

1 30' Motor 
Cutter. 

1 33' Life Boats. 

6. Neces- 
sary as 

stated. 

i 

i 

14,500 

9,600 

24,100 

2,400 

i 

1 

26,500 

6 

7 

MecondUioning Worh, 

Dry docking Vessel, 
cleaning and coat- 
ing bottom. 

Cleaning all donble 
bottoms and fresh 
water tanks- 

Overhauling Sani- 
tary and J’r^h 
Water Services in- 
cluding hand 

pumps. 

Overhauling galleys, 
latrines, W. Cs., 
bathrooms, etc. 

Scraping fiddleys, 
casings, gntterways, 
nnderside of Boat 
& Bridge Decks. 

Cleaning chain lock- 
ers, testing chain 
cables. 

deaning all bilges. 

Painting topsides, 
weather works. 

Orlop, Troop, Main, 
Spar and Boat 
Decks. 

Caulking Orlop, 

Troops and Main 
Decks. 

7. Neces- 
sary as 

stated, 

1 ! 

38,500 

i 

18,240 

f 

56,740 

s 

6,110 j 

62,850 

i 

] 

1 

7 
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Estimated cost (a). 


No. 

Item. 


Description of 
Alterations and 
Additions. 


Eeport and 
Becommen- 
dations by 
Docliyard 
Officers. 


Labour. 


Mate' 

rials 

pnr- 

cbas- 

ed 

lo- 

cally. 


Total 
In- 
dian 
Esti' 
mate 
(Cols. 
7& 8). 


Mate- 

rial 

Eu- 

rope 

Im- 

port- 

ed 

direct. 


Grand 

Total 

(Cols. 


Now 

Item* 


9 & 

10 ). 


1 


2 


3 


4 


5 


6 


7 


8 


9 


8 


9 


10 


11 


Two Paraffin Motor 
DriTen Dynamos 
from Store to be 
fitted on board, 
entailing the re- 
moval of 3 Existing 
Steam Driven 
Dynamos, to pro- 
vide Fresh Water 
Circulating Motor 
Driven Pump com- 
plete with suction 
and discharge pipes 
and connections, 
and to adapt exist- 
ing switch-board 
and running mains 
for same. 

Motor Dri ven Centra - 
fugai Pump for 
General Service, 
diameter of Inlet 
to be fitted on 
board, entailing re- 
moval of present 
steam pumps, al- 
terations to suction 
and discharge pipes, 
etc, 

Motor Driven Cen- 
trifugal Pump for 
fresh water, diame- 
ter of Inlet 2 to 
I be fitted on board, 
entailing removal 
of present steam j 
pump, alterations j 
to suction and dis- | 
charge pipes. I 

Alterations and ad- 
ditions to electric 
wiring as necessary i 
to suit structural | 
alterations and 
making good de- 
fects in spaces whiob 
will be utilised and 
rendering safe cir- 
cuits no longer re- 
quired, and any 
other contingent 
^ woill to hulb etc.^ 
in connection with 
fifcfeg Dynamos, 
Pumps, etc. 


9. Neces- 
sary as 
stated. 


9. Neces- 
sary as 
stated. 


10. Neces- 
sary as 
stated. 


11, Neces- 
sary as 
stated. 


5,873 

725 


^,320 

326 


2,320 

326 


2,176 

1,885 


480 

120 


6,353 

846 


13,260 

420 


19,613 

1,265 


8 0.E. 

E.E. 




« 


240 2,560 

60 386 


4,440 

360 


7,000 9 0. B. 

746 Eo E, 


240 


60 


2,560 

386 


3,600 

360 


6,160 10 C. E. 

746 E. E. 


480 2,655 

480 2,365 


1,080 

1,920 


3,735 C. E. 11 
4,285 ■ E. E. 
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Estimated cost (a). 



Ho. 

Xt^. 

1 1 

Description of 

Alt erations and 
Additions. 

2 

Bel^oit and i 
Becommen- 
dations by 
Docls^ard 
Officers. 

3 

1 

1 

Mate- 
rials 
tmr- 
1 chas- 
ed 
lo- 
cally. 

i 

Total 

In- 

dian 

Esti- 

mate 

(Cels. 

7 & a). 

i 

6 

Mate- 

rial 

Ett- 

rope 

Im- 

port- 

ed 

direct. 

7 

[ ; 

1 (6) 

1 Grand 
Total 
(Cols. 

9 & 

S 

i 

[ 

No. 

of 

Item. 

9 

12 

# 

Foremast : — yore 
slirouds to be cut 
down 14' Jacob’s 
ladders, futtock 

sbroud% fo!re top- 
mast shrouds^ top- 
mast back stays 
Ko. 2 topmast fore 
stays No. 2, lifts, 
stays, foot ropes, 
and braces on lower 
and topsails yards, 
clew garnets, reef 
tackles, buntlines, 
leach lines, sheets, 
and tacks for sail 
to be made. 

Lower and topmast 
shrouds to be rat- 
tled down. 

12. Neces- ] 
sary as 
stated. , 

1,232 

720 

1,952 

3.000 

1 i 

4,952 

12 

13 

Main Mast : — ^AU 

standing andrunn- 
ing rigging taken 
down (scrubbed)^ 
all seizings on spli- 
ces and turn backs 
to be renewed, 
main shroud to be 
rattled down, wire 
jumping ladder to 
be renewed, all 
bottle screws eased 
up, white leaded 

1 and tallowed over, 

1 and covered with 
: canvas. 

1 13. Neoes. 
sary as 
stated. 

334 

240 

674 

1 600 

1,174 

1 

13 

14 

Awning ridge ropes. 
All to he renewed. 

14. Neces- 
sary as 
stated* 

290 

210 

500 

960 

1,460 

14 

15 

Boats davits, guys 
and fore and afters 
to be renewed. 

15, Neces- 
sary as 

stated. 

290 

180 

470 

600 

1,070 

15 

16 

Sending aloft new 
fore topmast, lower 
and topsail yards. 

16. Neces- 
sary as 

stated. 

362 

120 

482 

240 

722 

16 

17 

Awning set. Ship’s 
sails 3 No. 

17. Nec^- 
sary as 

stated. 

4,321 

439 

4,760 

11,309 

16,069 

17 


Total Bupees . . 
The total amount in- 
cludes overhead 

charges. 


1,04,997 

53,599 

1,58,596 

69,049 

2,27,645 
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ANNEXURE C. 

Letter to the Director, Royal Ihbiah Marhste, No. 238-S. (35), bated thb 

25th: October 1926. 

I am directed to convey tlie approval of tLe Government of India to tfia 
detailed estimate (Alteration List No, 28, dated the IStti May 1926) for 
Bs, 2,27,645 which was forwarded with yonr letter No. 2803-T., dated the 17th 
May 1926, for fitting out the Dufferin as a training ship. 

2. The work of converting this ship into a training ship should accordingly 
now be taken in hand. A provision of Es. 2,00,000 has been made for this 
work in the current year’s budget under the head Ports and Pilotage ”, 

3. I am to request that the Government of India may be informed at a 
very early date what expenditure it is anticipated is Hkely to be mcurred during 
the current financial year, and what provision should be made in the budget 
esthnates for 1927-28 on this account. 
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APPENDIX XIV. 

MemotmAum fiirnisii^ by the Mmanmal Commissioiier, Eaflways, r€®ai*aiiig 
the preparation of estimates and control over expenditnre. 

The present rales provide that the sanction of the Railway Board is neces- 
sary — 

(1) to expenditure on the construction of new lines ; 

(2) to expenditure on open line works when the total capital cost exceeds 

1 lakh of rupees, though if it is included in the budget sanctioned 
by the Railway Board the Agent can sanction expenditure up to 5 
lakhs of rupees provided that no excess of more than 20% over 
J:he cost entered in the budget is involved. For other expendi- 
ture an estimate should always be sanctioned by the Railway 
Board. 

2. The sanction of the Railway Board is required to expenditure in excess 
of an original estimate sanctioned by the Railway Board w^hen the excess is 
more than either 1 lakh or 10% of an origmal estimate, and to expenditure in 
excess of a first revised estimate or second estimate so sanctioned when it is in 
excess of more than Rs. 10,000 or 5% and to any expenditure in excess of a 
second or subsequent revised estimate sanctioned by the Railway Board. 

3. The Railway Board introduced in 1922 the system of sanctioning on 
abstract estimates works estimated to cost more than 18 lakhs and not expected 
to be completed within three years. The Railway Administration concerned 
submits for administrative approval a narrative report describing the proposed 
scheme as a whole and giving a general approximate estimate of the cost by 
works and approximate allocation between capital and revenue verified as far 
as possible by the Audit Officer. On receipt of the general or administrative 
sanction to the scheme as a whole, detailed estimates for works would be pre- 
pared and submitted as and when required for proper financial v^anction. The 
reason for the introduction of this new procedure was that an attempt to pre- 
pare plans and estimates in full detail in such cases at the outset resulted in a 
great amount of detailed work being performed which was ultimately wasted 
owing to the fact that as the work progressed circumstances changed and prices 
of materials varied and it might be found necessary to modify the scheme in 
detail and cost long before it reached completion. 

4. The general rule is, however, that no expenditure is incurred on any 
work except in matters of grave urgency before a detailed estimate is sanctioned 
by the competent authority. 

6. In the case of new constructions, sanction is given by the Railway 
Board or higher authority on consideration of the traffic survey and an abstract 
estimate of the cost of the line. After sanction to the abstract estimate is 
accorded the Railway Administration proceeds to undertake the final location 
survey and with the land acquisition. OiAbts are proposed to be issu^ making 
it quite clear that detailed estimates should be prepared simultaneously with the 



ms 


final location survey and submitted to the Hafl'tray Board for approval before 
construction is started. 

Control ov^ ea^omAikire. 

From the commencement of work a review showing the financial position 
at the end of each quarter is submitted to the Eadway Board. This re'tdew 
shows the actual expenditure already incurred verified by the responsible 
Accounts Ofl&cer and the estimate of the Bngineer-in-Charge of the construction 
of the further outlay required to complete it. Any large excises aiitMpated 
are explained briefly, and if it is considered that a revised estimate should be 
submitted for the sanction of the Board, tbe date of the submission of the revised 
estimate is stated. The rule is that no expenditure or liability should be in- 
curred on any work which introduces a material modification of the project 
as sanctioned by the Board without the prior sanction of the Board, and En- 
gineers are held responsible for bringing to notice any reasonablS probability 
that an estimate wifi, be exceeded. 
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appendix XV. 

Note famished by the Financial Commisaoner, Railways, explaining the fignjfCi 
in paragraph 30 of the Appropriation Accomits of Railwaj^ in India for 
1927-28. 

The Public Accounts Committee wanted me to give an explanation of the 
fact that in the figures shown in paragraph 30 of the Appropriation Report the 
surplus profits in certain cases diminished simultaneously with the increase in 
nett receipts. The main reason is that surplus profits paid in any year are 
based generally on the results of the previous year ; in some railways however 
(Assam Bengal Railway and Rohilkund and Kumaon Railway), where surplus 
profits are payable half-yearly instead of annually they would be based on the 
results of the last half year of the previous year and the first half year of the 
cui^ent year.^ It will be observed that in all the cases referred to, an increase 
in nett receipts in any year over the preceding year corresponds to an increase in 
surplus profits in the following year, e.g,, on the Bengal Xagpur Railway the net 
receipts for 1926-27 exceeded those of 1925-26 by 33,46 and the surplus profits 
for 1927-28 exceeded those of 1926-27 by 1,80. 

The figures under ^ all other railways ’ require a little analysis before they 
can be explained. The figures of Company-managed Railways are as fol- 
lows : — 


Railway. 

Net receipts (Gross receipts less 
working expenses but exclud- 
ing surplus profits). 

Payment on account of share of 
surplus profits and of net 
revenue receipts. 

1925-26. 

' 

1926-27. 

1927-28. 

j 1925-26. 

1926-27. 

1927-28. 

Assam Bengal 

75,59 

80,36 

97,35 

. . 

2,19 

4,04 

B. and N. W. 

95,83 

1,01,86 

99,45 

4,70 

.. 

5,25 

R, and K, . . 

19,59 

17,46 

20,97 

99 

1,30 

1,56 

Total 

! 

- 

•• 

5,69 

3,49 

10,85 


No payment is shown against the B. and N. W. Railway in 1926-27, ^as 
from that year a revised procedure by which the profits of the year are charged 
off in the accounts of the following year were introduced.. The former proce- 
dure on this Railway was to charge it in the account of the year to which the 
profits related. 


u 


HeiCJPBFinl) 
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APPENDIX XVI. 

Statement furnished by the Financial Commissioner, Railways, of Lines con- 
structed and started for construction under Guarantee from Local Govern- 
ments and District Boards. 


Name of Railway. 

Date of open- 
ing. 

Amount of guarantee. 

Lhiea opened for traffic. 



1. Motilmeia-Ye Railway 

Opened in sec- 
tions between 
2nd August 
1923 and letb 
April 1925. 

Actual loss due to construction and 
working up to a maximum of 
Rs. lakbs in each year. 

% Shtoranux-Nilambur Railway . . 

Opened in 

sections be- 
tween 3rd 
Februaiy and 
26tb October 
1927. 

Actual loss due to construction and 
working up to a maximum of 
Rs. 1,39,000 in each year. 

3. Shahdara-Narowal Railway 

21st Decem- 
ber 1926. 

I 

! 

Actual loss due to construction 
and working up to a maximum of 
Rs. 20,000 in each year. In this 
case the losses borne by Govern- 
ment of India form the first 
charge against profits accrued in 
any year before any recoupment 
is made to the local Government, 

4. KaBgra Valley Railway 

1 1st April 1929 

i Actual loss due to construction and 

1 working up to a maximum of 
Rs. 4 lakhs per annum for 13 
years. 

5. Chiddalore-Vriddiiacbalam Rail- 
way. 

21st June 1928 

Actual loss due to construction and 
working up to a maximum of 
Rs. 1 lakh a year. 

6* Salem-Metiir Dam RaEway 

16tb April 1929 

Actual loss due to construction and 
working up to a maximum of 
Rs. 41,000 per annum. 

ZiineB under Construction, 



7. Sind Left Bank Feeder Railway 

Under con^ 
struction. 

A fixed sum of Rs. 4 lakhs annually 
for each of the fiirst 5 years after 
opening, and thereafter the actual 
loss due to construction and 
working subject to the maximum 
of Rs, 2 lakhs per annum. 

8. Tai^la-Belsm Railway 

Do. 

Actual loss due to construction and 
working up to a maximum of 
Rs. 1,75,000 per annum. 

- ^ 
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APPENDIX XVEt. 

Memorandum furnished by the Financial Ctommissioner, Railways regarding the 
present arrangements for sleeper purchases by railways. 

The Public Accounts Committee desired a memorandum to be prepared 
for them regarding the present arrangements for sleeper purchases by rail- 
ways. They wanted information particularly on the following points : — 

(1) the procedure by which railways take over sleepers from con- 

tractors ; 

(2) the safeguards adopted so that the sleepers cannot be changed after 

having been passed ; 

(3) whether public tenders are called for in sleeper contracts and what 

security is taken ; and 

(4) the old and new systems of passing sleepers on the North Western 

Railway. 

There are 5 Sleeper Groups, the Northern, Central, Terai, Eastern and 
Southern. 


The average annual number of 

sleepers 

purcliased by eacb 

group is : — 

Northern Group 

• . 

. . 14,00,000 

B. 

G. 



1,60,000 

M. 

G. 

Central Group 

* • 

4,50,000 

B. 

G. 


• 

1,75,000 

M. 

G. 

Terai Group 

. • 

3,50,000 

M. 

G. 

Eastern Group 

. . 

6,00,000 

B. 

G. 



3,50,000 

M. 

G. 



75,000 

N. 

G. 

Southern Group 

• « 

1,50,000 

B. 

G. 



2,00,000 

M. 

G. 


The Northern Group deals with about 50 per cent, deodar and 60 per cent, 
soft woods which are treated at Dhilwan. The majority of this comes from 
Kashmir and other Indian States. 

The Central Group deals with sal from Nepal and about 60,000 M. G. sal 
from United Provinces Government forests. 

The Terai Group deals with sal from United Provinces Government 
forests. 

The Eastern Group deals with all sal, 80 per cent, from Indian States and 
20 per cent, from Government forests of Assam, Bengal, Bihar and Ori^a and 
the Central Provinces. 

The 8cmtkefrn Group deals with teak and mixed South Indian hardwood% 
about half from private and State forests and half from Forest Departmenta 
of Bombay and Madras. 

As regards the safeguards adopted to prevent the changing of sleepem 
after passing, the forest or Railway officer exannning the sleepers is supplied 
with a railway marking hammer. This is kept in his custody and he marks 
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tlie passed sleepers, whicli are then kept in custody till despatched. As soon 
as possible after the sleepers are passed they are despatched to dest nation 
and are there taken over and checked by the leceiving railway which is due 
course reports the receipt of the sleepers. 

Public tefiders are called for in all cases except for supplies from Forest 
departments when arrangements are made direct either by the Bailway Board 
itself or by a Sleeper Group with the approval of the Railway Board. 

Security is always taken except in cases where there are direct arrange- 
ments between the Forest department and a Sleeper Group. Security of 
2 per cent, on total value of contract is taken by the Northern Group, This is low 
probably because a period of 18 months to two years generally elapses between 
the placing of the contract and the supply of the sleepers from remote forest 
in the Himalayas. In other groups security varying from 5 per cent, to 10 |>er 
cent, is taken and full payment for the sleepers is not made until 3 clear receipt 
is given by the receiving railway. 

As regards the old and new methods of passing sleepers, the Agent, North 
Western Railway reports as follows : — 

Under the old system of passing sleepers only 10 per cent, of the total 
consignment was inspected and classified under : — 

(1) First class sleepers. 

(2) Second class sleepers. 

(3) Serviceable sleepers, 

(4) Rejected sleepers. 

The whole consignment was accepted at specified rates if the first class sleepers 
were at least 85 per cent, of the total and the rejected sleepers less than 5 per 
cent, of the total number. 

Under the new system sleepers are ordinarily inspected one by one but 
the railway reserve the right to inspect and classify 50 per cent, of the total 
sleepers in the case of ordinary contracts and 20 per cent, in the case of 6 year 
contracts and apply the results of this percentage inspection to the remainder. 

All sleepers have to be first class except in the case of deodar sleepers when 
3nd and 3rd class sleepers up to a maximum of 12 J per cent, of the total shall 
be accepted provided the percentage of 3rd class sleepers does not exceed 3 
per cent, of the total and of broken and rejected 1 per cent, of the total at one 
passing. 

Broken and rejected sleepers are not accepted and, when loading the un- 
inspected sleepers all broken and rejected sleepers have to be replaced according 
to the classification arrived at by the percentage inspection. 

As reported in this office letter 8-W/12 of 21st Febiuary 1929 the old system 
had been worked for several years with good results. But in view of the deterio- 
ration in the standard of deodar sleepers in recent years and in view of 
that we have been purchasing large quantities of soft wood sleepets vAlcIhl 
showed greater variation in quality than deodar it has been consid^e4^%able 
to inspect a larger percentage of sleepers even though the inspeeliofi chargee 
are thereby substantially raised.” 
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APPENDIX XVin* 

Memorandum furmshed by the Financial Commissioner, Railways regarding the 
brick factory constructed by the B. N. Railway Administration. 

The Public Accounts Oommittee desired me to give them a memorandum 
on the brick factory constructed by the Bengal Nagpur Railway Administration 
and referred to in paragraph 14 of the Annexure to the Appropriation Report 
on Railways for 1927-28. The following is based on information supplied by the 
Bengal Nagpur Railway. 

2. Owing to the shortage and higher cost of labour, and the inferior bricks 
produced by the local contractors, as well as the high cost and heavy brakages 
of tiles purchased at a distance, it was decided by the Agent, Bengal Nagpur 
Railway in 1922, that it would be advisable for the Railway to have a brick 
an![ tile factory of their own situated in the vicinity of Kharagpur. 

3. The works then under contemplation were the new Bazaar and Settle- 
ment, the extension of the Locomotives, Carriage and Wagon Shops, stores 
buildings and extra quarters at Kharagpur ; also works at Anara, Adra and 
Tatanagar ; the strengthening of the Evelyn Bridge, the possibihty of doubling 
the line between Tatanagar and Kharagpur and the lining of the new tunnel 
at Saranda. 

4. The factory contemplated was to have been capable of turning out 
11 million bricks, 2 lakhs of roofing tiles and 3 lakhs of flat tiles per year, and 
it was estimated that at the output for which the factory was designed, 
and allowing for depreciation, the pressed bricks would cost Rs. 14 per thou- 
sand at the factory as against Rs. 14-8-0 then being paid for 1st class bricks 
at the brickfields ; and that roofing tiles and flat tiles would cost the same as 
was being paid for tiles obtained from outside sources. 

5. The factory was in due course completed early in 1925 at a Capital 
cost of Rs. 4,91,955 as against the estimated figure of Rs. 4,59,432, the excess 
being in the main due to cost of Electrical Plant, the kiln, and water supply* 

6. Unfortunately many unforeseen difiGlculties occurred in connection with 
the initial working of the factory, which took considerable time to overcome. 
The Staffordshire Kikt took much longer to dry out than anticipated, the con- 
sumption of coal, particularly in the ioitial stages proved greater than estimated, 
and the outturn could not be worked up to. Finally the Brick Expert became 
seriously ill and had to resign his appointment. 

7. At the same time, several of the works, such as the buildings at Anara 
and doubling of the line between Tatanagar and Kharagpur for which the bricks 
were estimated to be required, and which were amongst the reasons for erect- 
ing the factory, were curtailed or entirely stopped. It was then evident that 
it would take much longer than 5 years to work off the depreciation allowed in 
the estimate and that as the result of the restricted outturn, the cost of the 
bricks would greatly exceed the estimated figure. 

8. In spite of these disadvantages, a very good class of both pressed bricks 
and hand moulded bricks burnt in the Staffordshire Kiln were -ultimately pro- 
duced which were used on the strengthening of the Evelyn Bridge the limng 
#f the new Saranda Tunnel and the Khorkai Bridge at Rairangpur, the 
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Carriage and Wagon Shops and quarters in the New Settlement at Kharagpur. 
The Administration reports after allowing for depreciation at Rs. 2-8-0 
per thousand, the average cost of the bricks turned out from the factory from 
the start up to the end of August 1928 works out to Rs. 38-2-0 per thousand, 
which, although 2f times the estimated figures, is no very exorbitant cost 
when one considers the average quality of the bricks produced. It may bQ 
mentioned that the cost of blue bricks used on King George’s Dock in Calcutta 
is between Rs. 105 and Rs. 127 per thousand. Admitting that the pressed 
bricks made at the Gokulpur Ractory are not as good as a blue brick, still both 
the pressed and the hand moulded bricks made in the Factory are greatly 
superior to anything else obtainable on the Railway. When one realises 
the importance of works like the Saranda Tunnel and the Eveljm and 
Khorkai Bridges it will, it is felt, be conceded that only the best material pro- 
curable should be used to ensure against disaster in the future.” ^ ^ 

9. As the parts of the works which required the specially hard pressed 
bricks are completed it has been decided to retain a portion of the factory 
for producing hand moulded bricks burnt in the Staffordshire kiln, giving an 
outturn of 4 lakhs of bricks per mensem throughout the year. These hand 
moulded bricks are reported to be not only superior to the bricks produced by the 
contractors, but, after the disposal of the surplus plant not required for hand 
moulding, and with the writing down to present market value of the plant and 
buildings to be retained, to be cheaper than contractor’s bricks. 

10. The Railway Administration claims two great advantages obtained 
by the possession of this brick factory : (i) bricks can be successfully manufac- 
tured during the monsoon months, when contractors are unable to manufacture 
at all ; and (n) the quality and price of bricks can be controlled. It is under- 
stood bricks of better quality can be produced at an average cost of Rs. 14-12-0 
per 1,000 against Rs. 15-2-0 for contractor’s bricks in the fine weather only. 

11. The Railway Administration propose that as the factory was specially 
constructed for the purpose of supplying high class bricks for certain definite 
capital works, the cost of running the factory should be a direct debit to the 
capital works to which these bricks were issued. This question is at present 
under the consideration of the Railway Board, 
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APPENDIX XIX. 

♦MemoraBdtiHi ftimistied by tbe Army Department showing bow far 
tbe Army is atilismg^ tbe services of tbe Indian Stores Department 
in tbe pnrobase of stores. 


During the past three years, purchase orders of aggregate value as under 
have been placed with the Indian Stores Department by the Contracts Direc- 
torate : — 


1926- ^7 . . . . . . . . . . 23,56,000 

1927- 28 .. .. .. .. .. 60,13,000 

1928- 29 .. .. .. ,, .. 73,64,000 

In addition to the above, the Indian Stores Department purchase the re- 
quirements of the Military Engineering Services and the Royal Indian Marine 
on indents placed direct by these Services. 

The total orders placed in 1928-29 on the Indian Stores Department by aU 
Branches of the Army and the Royal Indian Marine (who are included in the 
Army Budget) aggregated Rs. 1,32,75,000. This sum represents more than 
one-third of the entire orders placed on the Indian Stores Department during 
1928-29. 

2. The stores purchased by the Indian Stores Department on behalf of 
the Army comprise textiles, engineering and electrical stores, motor accesso- 
ries, fuel oil. Royal Indian Marine Dockyard requirements and miscellaneous 
stores. 

The Contracts Directorate purchases foodstuffs for men and animals, 
aviation and motor fuels, lubricating and lighting oils, paints, hides and leather 
stores, metals, chemicals and explosives, timber, packing materials and mis-' 
cellaneous stores. 

3. The Army policy is to obtain the best possible value for the money at 
their disposal and orders are placed on the Indian Stores Department, the 
CSbief Mining Engineer, Railway Board, the Superintendent, Mathematical In- 
strument Office, etc., as and when each is likely best to fulfil the policy, always 
bearing in mind that all purchases and investigations of resources made in time 
of peace are merely leading up to the prompt, efficient and economical supply 
in greater volume of Army requirements in war. 


*Tihis is a provisional note. It has been impossible to compile a more detailed report 
within the time available owing to the absence of the Master Greneral of Ordnance on 
tour. 
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4. As regards medical stores, in the absence of a Drugs Act in India, it is 
considered that it would be injudicious to transfer an experienced well-equipped 
purchasing agency from the direction of the Director General, Indian Mecdoal 
Service, to the administration of the Indian Stores Department, although it is 
contemplated that eventually, when conditions are more suitable, the provi- 
sion of medical stores might well come within the scope of the Indian Stores 
Department. 
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APPENDIX XX. 

Report of the Sub-committee of the Public jaccouuts 

Committee. 

W e were primarily appointed to investigate sucli of the cases referred to in 
the Annexnre to the Report of the Accountant General? Railways, as have not 
been investigated in detail by the full Committee, and after dealing with these 
cases to investigate any other cases arising out of the Appropriation Accounts 
of the Railways in India which the main Committee have not been able to 
examine in detail. The main Committee also desired that we should endeavour 
to ascertain what lessons can be learnt from the special cases which we are to 
examine and in particular should consider the bearing of such lessons on re- 
commendations on the points mentioned in the list below which the main Com- 
mittee may jnake with a view to preventing in the future the sort of financial 
irregularities which have occurred in the cases referred to : — 

(1) increasing the Government Examiner’s staff and the extension of the 

scope of the Government Examiner’s audit ; 

(2) altering the status of the companies’ auditors, to see whether it is 

possible to get them to co-operate with the examining staff more 

than they do at present ; 

(3) whether efficiency has suffered from a tendency to differentiate 

between officers and subordinate staff as regards disciplinary 

action ; 

(4) the control by the Railway Board over company-managed railways ; 

and 

(5) the procedure followed in the framing of estimates for new capital 

projects and control over expenditure after their sanction. 

2 . We have accordingly investigated aU the cases mentioned in the Annexure 
to the Report of the Accountant General, Railways, and have also examined 
all the points mentioned in that Report which were not dealt with in detail by 
the main Committee. We held three meetings and the detailed proceedings of 
the meetings are attached to this Report. Our comments on individual cases 
investigated by us are contained in the proceedings of the meetings and we 
have not considered it necessary to repeat them in the body of our Report. 
The Auditor General and the Director of Railway Audit were present at all the 
meetings and were of great help to us in our investigations, 

3. In view of the serious irregularities which have been brought to our 
notice and in view of the opinion of the Auditor General that he is not at all 
satisfied with the present scale of audit on company lines, we consider that the 
system of audit on company lines should be strengthened, the actual details 
being settled by the Government of India in consultation with the Auditor 
General. We are very strongly of opinion that the decision on the question 
should be expedited. 

4. The report of the Accountant General discloses a very serious and 
chaotic state of affairs regarding the stores accounts on the East Indian Rail- 
way and we consider that very stern action is necessary in order to set it right. 
We understand that the Controller of Railway Accounts has already taken the 
matter in hand and we desire that a special report on the situation should be 
placed before the Public Accounts Committee next year. 
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Tite state o£ affairs wliicli was discovered when this Railway was taken 
over by Government is, we think, one of the strongest arguments in favour of 
the extension of the system of audit on company lines, 

5. We find that in a number of cases the explanations given to us by the 
Raihvay Administration are entirely different from the facts mentioned in the 
Accountant GeiieraFs report. This may be due either to a lack of co-operation 
between the Government Examiner and the Company’s Auditor or other causes. 
The existence of such discrepancies makes it extremely difl&cult for the Com- 
mittee to exercise its function of conducting an impartial examination into all 
cases. Wo therefore suggest that the question should be carefully investigated 
by the Auditor General in consultation with the Railway authorities, and a 
report submitted to the Public Accounts Committee next year* 

We are informed that the Chief Auditors on Company lines do not at pre- 
sent report to the Railw^ay Board all serious irregularities dete<fted by them 
and that the Railway Board is now trying to change the present procedure. 

6. In the case of some of the irregularities brought to our notice in th® 
Accountant General’s report, we found that while sufficient disciplinary action 
was taken against the subordinates concerned, the senior officers were let off 
either scot-free or only with a censure. We think that efficiency is bound to 
suffer by such differentiation and the Railway Board should therefore see that 
proper disciplinary action is taken also against the senior officers responsible. 

7. We have gone through the memorandum furnished by the Financial 
Commissioner, Railways, regarding the pieparation of estimates and control 
over expenditure. We agree that the present rules are adequate and that the 
irregularities noticed in the Accountant GeneraFs report were due to the non- 
observance of those rules. The Railway Board should consider what steps 
should be taken to see that the rules are observed naore carefully in future. 

8. A very large number of irregularities brought to our notice in the report 
on the companies’ lines leads us to believe that the financial control exercised 
by the Railway Board over company-managed lines is not adequate. We 
recognise that the control in the case of company-managed lines cannot be 
the same as in the case of State-managed lines but, even after making due 
allowance for this, we are not satisfied that the Railway Board has exercised as 
much financial control as it could under the existing contracts. We consider 
that the Railway Board should exercise a stricter financial control over the 
company-managed railways. 

As regards the serious irregularities on the Bengal Nagpur Railway, we 
understand that a comprehensive letter has been addressed to the Company by 
the Railway Board which will be considered by the main Committee. In the 
circumstances, we refrain from making any comments at this stage. 

K. C. NBOGY. 

B. DAS. 

S. C. MITRA, 

ABDUL MATIN OHAUDHURY. 
im September 1^9. H. A. J. GIDNBY * 

* SuTbjeot to thd followina : — 

(а) tho word suets** in para. 6 sKonld be ** those** ; ^ 

(б) fn para, 5 stLb*par&. w<®d ♦‘eertain*^ should b® 

(c) the last sub-uaraara^b should be oxnlhkedt 
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iEvideuce taken at the first meeting- of the sub-committee of 
the Public Accounts Committee held on Monday the 26th 
August 1929 at 2-30 p.m, 


Preseiut. 


(1) Mr. K. C. Neogy 

(2) Mr. B. Das 

(3) Mr. S. C. Mitea 

(4) Ktimar Gakganand Sinha 

, (6) Motdvi Abdtjl Matist Chattdhttb,y 

(6) Lieutenant-Colonel H. A. J. Gidney 

(7) Sir Frederic Gaxjntlett, Auditor General 

(8) Mr. G. Kadla, Director of Railway Audit 

(9) Mr. B. Nehru, Deputy Auditor General 


OTiairman . 


>MemherS, 


VWere also presen. t 

J 


Mr. P. R. Ratt, Financial Commissioner, Rail-~^ 
ways. j 

Mr. J. A. Tower, Director of Finance, Railways yWitnesses. 
Commander A. W. Wood, Deputy Controller of 
Railway Accounts. 


Report of the Accountant General^ Railways* 

1. Mr* Ran. — Paragraph 4 oftheAnnexure * — The chief blame lay with the 
Assistant Engineer who has been suitably punished by dismissal from service. 
It is understood the District Engineer was an officer without much experience 
and it was as a result of this that the irregularity was not detected earlier. 

Colonel Oidney*— This is a typical case where a Subordinate has been 
punished and the superior officer let off. Efficiency would suffer as a result 
of such differentiation. 

Mr* Rau . — ^May I point out that both were officers in this case 1 

Sir Frederic Gauntlett * — I suggest in connection with this case that the 
Committee is entitled to have the fu^l facts of the case before it : what is the 
length of experience of this District Engineer ? 

Mr* Rau * — agree that the District Engineer must have been a man of 
some experience — of at least 12 years’ experience. He cannot be a very raw 
man. My own opinion was that in this case the District Engineer should have 
been censured, but nothing more. 

Sir Frederic Gauntlett . — I still desire to emphasise my point : if the Rail- 
way Board come forward to excuse a particular officer, this Committee is 
entitled to know the facts on which that excuse is based. 

Mr. Rau * — This is the explanation of the Agent, not of the Railway Board, 
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Sir Frederic Gauntlett, — I am still trying to hammer home what I regard as 
the proper procedure in these cases. The Financial Commissioner is definitely 
responsible to us for everything that takes place. If he puts forward an excuse 
we expect to know from him the facts on which that excuse is based : he has 
accepted it as his own and we must know what the facts are on which it is 
based. 

Mr. Ran. — The explanation is in the Appropriation Account. That is the 
explanation given to me by the Administration. My view is that the district 
engineer being a man of siifRcient experience ought to have been reprimanded 
but I do not think such serious action as was taken in the case of the Assistant 
Engineer was called for. 

Colonel Qidney. — I agree. 

Mr. Das. — But you would not suggest to the Railway Administration to 
take this disciplinary action ? 

Mr. Ran. — In the case of these company lines it is very difficult for us to 
insist that a particular person should be censured. 

Sir Frederic Gauntlett. — However, it would be possible for this Committee 
to say that in its opinion some comment should have been made upon the action 
of the District Engineer, and it would be for the Railway Board to see again 
whether it should forward it to the company with any comments of its own, as 
also the desirability of having information on this point. 

Mr. Rau. — That is our own opinion I think I can commit the Railway 
Board to that extent in this case. 

Sir Frederic Gauntlett. — Surely you appreciate the fact that if there is an 
excuse put forward, the Committee is entitled to know the facts ? 

Mr. Rau. — Yes. 

2. Chairman. — Paragraph 5, ibid. — What is the explanation in regard to 
this ? 

Mr. Rau. — On examining the earlier contract I found that the railway 
had no option to buy more than the stipulated quantity, though under the 
present contract they could do so. I was also given to understand that there 
was no accommodation in the god owns for the storage of the extra quantity 
if purchased earlier. As regards (6) The Railway administration admit that 
technically a mistake was made but they explain that they thought they were 
bound by the agreement : in my opinion this is an error of judgment. 

As regards (c), it has been explained that the cotton waste contracted for 
at the higher rate in 1924“25 was of a superior quality and this superior quality 
was considered essential by the carriage and wagon Department, 

3« Colond Qidney. — ^This hardly refers to the period imder review, 1927-28 1 

Sir Frederic Gauntlett. — I could hardly accept that view generally, because 
what is brought out here is the result of a scrutiny which took place in 1^7-28. 
In fact most of our important irregularities are discovered in local 
and if the local inspection were confined naerely to the trans^tipj^ pf year 
itself, it would lose almost all its value. It has been the practice to bring into 
.tiiese reports tiie results of local inspections during the year nndeir report, even 
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ttougli the transaction might have occurred in a previons year. It would 
diminish the value of our work more than 50 per cent, if we departed from that 
principle. However, I quite agree that these are so far hack that it is hardly 
worth while to go into them in great detail, but I should not like to accept that 
view as a general principle. If the statement says that the quality of the waste 
was quite definitely superior, it is very difiSicult for this Committee to challenge 
it. 

4. Mr. Das. — You are now re-organising your stores department on the 
E. I. Railway and have gained some experience : how are you going to apply 
that experience in the purchase of stores in Company-managed railways ? 

Mr. Rau. — If there are any particular points in which we have improved 
on the previous system, we would certainly bring it to the notice of all the rail- 
ways so that they could benefit by our experience. 

* • 

Mr. Das. — Will they accept your experience ? 

Mr. Rau. — If it is good for them, I don’t see why they should be so perverse 
as not to accept it. 

Mr. Das. — Is there anything in the contract to force them to accept such 
principles ? 

Mr. Rau. — It is in the interests of the company itself to have an economic 
management. 

Sir Frederic Gauntlett. — I suppose, Mr, Rau, you could hardly take the 
explanation beyond the point to which Sir Austen Hadow took it on Eriday 
afternoon when he explained the degree of pressure that you could bring to 
bear on the companies : he said that in his opinion he could bring considerable 
pressure to bear, but that in his discretion he would be reluctant to do so in 
every individual case. 

Mr. Rau. — Yes ; I would say that many things are possible but not all are 
expedient. 

5. Chairman. — Is it your point that if a more economic method of pur- 
chase is suggested to Company-managed railways they would always agree to 
it ? 

Mr. Rau. — They ought to ; as a matter of fact I think they have joined us 
in connection with purchases through the Indian Stores Department to a 
certain extent. 

6. Colonel Gidney. — ^Does the Indian Stores Department supply cotton 
waste ? 

Mr. Rau. — We have agreed to take cotton waste through them, but I 
understand there are some difficulties about getting a proper specification. 
No orders have been put through yet. 

*7, Mr. Rau {Paragraph 7, ihid). — {%) It is understood that there was a 
vacancy of a specialist in the brickfield which was kept unfilled according to the 
Agent’s instructions but Mr. B. was asked to look after it in addition to his own 
duties as he was familiar with the development part of the work having been in 
charge of it before. 
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(ii) The mistake is admitted by the Administration. 

[Hi) Apparently this was done because there were funds available under 
the development scheme but not under the Kharagpur yard. 

The Railway Board consider that while it may be necessary, as pointed out 
by the Agent owing to the exigencies of service, to post officers temporarily 
to special works unconnected with the posts held by them, it is essential to see 
tha the arrangements resulting did not involve any misrepresentation of facts 
in the accoimts. Moreover, the fact that fimds are available under one head of 
account is no justification for expenditure relating to another to be booked 
under that head. The Agent vsuggested that when an officer is employed on 
more than one duty it would be reasonable to charge portion of the officer’s 
pay to the difierent works on which he was engaged. This, however, should 
not be carried too far nor should it conflict with the provisions of the contract 
which does not admit of the pay of permanent officers of the Bfailway being 
charged to capital when they are supervising the construction of works which 
are charged to capital. As a matter of fact, I may mention that the Govern- 
ment Examiner told me that ordinarily in ail these cases of allocation, the B.-N. 
Railway give the benefit of the doubt to themselves. I have asked him spe- 
cially to bring to the notice of the Railway Board cases in which he considers 
that such a procedure is being adopted. 

Sir Fredenc Gaunflett. — ^Will these remarks be communicated to the ad- 
ministration 1 

Mr. Rau. — Yes. 

8. Mr. Mitra . — If there are more Government Examiners, do you think 
there is a greater chance of such cases coming to light ? 

Mr. Rau . — I think a little increase in the staff of the Government Examiners 
might produce beneficial results, because all these revelations are the result of 
the increasing activities of Audit. 

9 Mr. M'itra . — Can you suggest any means by which these things could 
be detected more easily and in time I 

Mr. Rem . — We were thinking over the question whether we could not give 
a direction to the Agent that in cases where his Chief Auditor definitely dis- 
agrees with his view, the Agent should communicate with us, but the question 
is to what extent we are permitted by the contract to insist on such an arranges 
ment. 

10. Sir Frederic Gauntlett . — Had the Agent taken any steps whatever to 
bring to the notice of the Railway Board any of the cases referred to in these 
paragraphs before they came to your notice 1 

Mr. Rau . — ^Some of these did come to our notice ; for instance, the ptir- 
chase of the house in Nagpur. 

11. OcJkmel Oidn&y . — In a case like this where irregularities have heen 
btx)ught to light and where the officers concerned are entirely under the 

of the Board in England, what action can the Railway Board take 

Mr. Rau . — We can bring pressure to bear on them, as Sir A^Wtin^fedow 
expldhed to the Committee the other day. 
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12. Mr. Das, — I would like to ask a general question. Is there any differ- 
ence between a company-managed Railway and a company-owned Railway ? 

Mr. Uau , — Of course so ; we have hardly anything to do with the latter. 

13. Mr. Mitra, — ^These cases show that one cannot rely on the accounts. 
You cannot apply the same scrutiny in the case of subordinates as it has been 
possible to do for the Government Examiner to apply in the case of officers ? 

Mr. Rau, — -There is nothing that we can do but express our displeasure with 
the Agent and tell him what steps he should take in future. 

Sir Frederic Qwuntlett, — What I suggest the Committee should emphasise 
is the fact that when superior officers deliberately pass orders of this nature, 
they must do so at their own peril ? 

^ Mr. Rau. — I think it is very likely that there was a sort of misunderstand- 
ing that when funds were available in one project, the estimate as a whole being 
not exceeded, a man could be employed in another part of the total estimate. 

I think the Chief Engineer now imderstands that that action is quite wrong, 
and I hope he won’t do it again. 

Mr. Kaula. — It is impossible always for the audit to discover such things, 
and therefore I think it is all the more necessary that some means should be 
devised for securing more accurate facts, because it is only when you look at 
certain correspondence you discover such things. In the ordinary course you 
cannot discover such irregularities of this type even if you strengthened the 
audit by 50%. 

14. Mr. Mitra, — What means would you suggest ? 

Mr. Kaula. — Sterner measures should be adopted. 

15. Si Frederic Gau/itlett. — I think this Committee might say something 
on the lines of what Mr. Kaula has Just said. I believe that Mr. Rau will be 
only too glad to welcome any support this Committee can give him in ap- 
proaching the Railway Co. He can then pass on these comments, which are the 
comments of an outside independent authority, and say that the Railway Board 
agrees with them. I believe it would strengthen Mr. Rau’s hands. 

Mr, Rau. — The difficulty with regard to disciplinary action is accentuated 
when the facts are brought to light very late. 

Mr. Mitra.- — Apart from the question of disciplinary action w^e should 
state clearly that we find a deplorable state of affairs. The Audit have only 
accidently discovered some of these cases in which the officers are concerned, 
but we do not know how many more remain imdetected ? 

Mr. Rau. — ^Though these have been discovered accidentally, you cannot 
infer from that that the rest of it is all the same. 

Chairman, — I take it that the Railway Board is going to take up these cases 
very strongly with the Agent ? 

Mr, Rau,~YeB. 

16. Mr. Rau (paragraphs 8 and 10 j iMd), — On the charge of dilatormess 
the Administration has assured the Railway Board, that although some tenta- 
ti^ offers had been made from time to time for these buildings no definite 
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offer had been received till 1928 when for the first time a firm offer of Rs. 30,000 
was received. This was considered too low and it was finally decided to auction 
the building. It was sold in February 1929 for Rs. 47,700. Half the original 
building is still used for railway purposes, only the other half having been sold 
by auction. 

It was the intention originally that the building should be converted into 
godowns to be leased to merchants to store merchandise for despatch by rail. 
Later the Gr. I. P. Railway asked that the building should be handed over to 
them to be used as an Indian Institute for their employes. The B. N. Railway 
did not like this arrangement as it had been vacated as situated in a plague 
centre ; the G. I. P. Railway did not want it for any other purpose. The B. 
Railway then tried to hand it over to the Local Government who were prepared 
only to take the land free of cost. The Railway thereupon tried to find out 
whether it could not be used with alterations for Railway purposes and it v/as 
for this reason that pending the final decision as to its utilisation it was decided 
that no credit should be given to capital on this account. The allocation has 
since been settled in consultation with the Accountant General, Railways, 
and it has been decided that the difference between the cost of the new building 
(Rs. 68,476) and the book value of the part of the old buildings which it is pro- 
posed to sell by auction should be debited to capital and the balance to revenue, 
which would receive the credit of the sale proceeds of the old buildings. 

Chairman , — In this case it seems the Agent himself is involved ? 

Mr, Ran . — There is really no loss involved in this case. The building has 
been sold and the matter has been set right. 

17. Mr, Mitra , — Why was no mention made by the Agent about it in his 
Completion Report ? 

Mr, Ran . — He thought that since they were to be made use of, there was 
no object in condemning the buildings. The first thought that since it was in 
a plague infected area it was no use at all. The G. I. P. Railway people wanted 
to use it. Obviously the building could not be given to them without informing 
them that it was abandoned because it was in a plague infected area. 

18. Chairman , — I suppose you have a definite set of rules for staff quarters ? 

Mr. Rxiu , — They are supposed to bring in a net return of 4 per cent. These 
are not cases of staff quarters but office buildings. 

19. Mr,Rau,—-Paragraj)hl5ibid , — ^Purchase of materials in advance or in 
excess of requirements. This is again a case in which I cannot defend the 
Railway. Both were admittedly due to mistakes in indenting. The Rail- 
way Administration state that precautions have been taken to ensure against 
the recurrence of such mistakes in future. So far as (cj^) goes, hose pipes were 
included in the general indent for pneumatic equipment required for the 
wagon shop, but they were delivered in India as might have been expec?^^, 
if the person indenting had thought of it, 18 months prior to the receipt and 
erection of the macMnes which had to be manufactured. The ^|i^fWere 
probably inferior in quality but as they had been in stock fcr months 
it wae impossible to make a claim against the mjaiiiffact^ers^ We have 
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not suggested that any action should be taken, because there are not a number 
of such cases, but if there are, then the Accoimtant G-eneral will bring that 
to our nortice. 

20, Mr, Eau, — Partzgraph 16 'ibid, — The Agent has reported that instructions 
have been issued that the practice of keeping reserve stores in the workshops 
should be immediately discontinued and materials should only be 
indented for from the Stores Department for works in hand, such 
requisitions being scrutinised hj a responsible authority. Any material 
left over after completion of a work must be immediately returned to 
the Stores Department, or, if required for a work in hand, trans- 
ferred to that work order. Instructions have also been issued that more 
detail is to be shown in sanctioned estimates to enable the accounts 
section to exercise a greater check on the booking of material. The 
Railway Board are satisfied that the Administration has taken adequate 
action to prevent such mistakes happening again. We are asking the Agent to 
see whether any disciplinary action at this distance of time is desirable- 

21. Mr, Das. — ^Did you address any letter to the Agent, B, N. R. on the 
recommendations of Sir Arthur Dickinson's Report which you are practising 
on the E. I. R.? 

Mr. Rau. — That applies only to State Railways, but I think we have sent 
a copy of the memorandum which we placed before tlie Standing Finance Com- 
mittee to all Company Railways. These instructions appear to me to be practi- 
cally similar to what we have issued. 

22. Sir Frederic GauntUU. — ^You will see at the bottom of page 94 a gen* 
eral comment the result is that the booked expenditure does not represent 
the actual expenditure on the work." I don't find that the orders specifically 
state that the booked expenditure must represent the actual expenditure ? 

Mr, Rau, — I think the orders would make it reasonably certain that the 
booked expenditure in the end would represent the actual expenditure on the 
work because whenever any material is left over it is for the Stores Depart- 
ment to transfer it to the work order Department. 

23. Sir Frederic Oauntlstt, — Is the material indented for one work order 
transferred to another work order ? 

Mr, Rau, — I think it is sometimes easy and convenient for material to be 
transferred from one work to another if it is done formally and copies of that 
order sent to the Accounts Department to make the adjustments, 

Si/r Frederic Gauntlett, — ^You yourself admit that if they are transferred 
from one work order to another those changes ought to be done in a formal 
way and communicated to Accounts. I do not find that orders have been 
.ssued to that effect ? 

Mr. Rau. — I shall make it quite clear in the orders that the booked ex- 
penditure should represent the actual expenditure, 

24. Mr, Rau. — Paragraph 17 ibid, — ^The Superintendent of Development 
and the District Engineer have both left the Railway service. 

HeiCPBFinB 
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It lias been explained that the reduction of estimates from Rs. 56>000 
to Bs, 2 I 5 OOO by the Chief Engineer was due to the fact that there was in exist- 
ence another sanctioned estinaate in which provision had been made for per- 
manent way laid in these sidings. The irregularity in regard to the issue of 
permanent way material w^ithout crediting to the estimate for remodelling Tata- 
nagar yard is admitted and the Agent reports that the Chief Engineer has been 
asked to submit a revised completion report including this and the cost of certain 
rails and sleepers and dogspikes issued to the estimate which were more or 
less unserviceable but should have been debited at reasonable scrap value. It 
is understood that the adjustment will be much less than Es. 18,000 as it is 
estimated that the value of the sleepem, etc., was nearer Rs. 5,000. The matter 
is being taken up with the Administration. 

25. il/f. Das, — The Chief Engineer is to be blamed because he is trying to 

make these fictitious adjustments ? • ^ 

Mr, Bau, — He has been told to make correct adjustments now. . His 
idea was that these were more or less unserviceable ; in any case I agree they 
should have been valued and debited to the work. 

Colonel Gidney. — I thought the Committee would make some comment to 
the efiect that when these people die or retire compulsorily or otherwise, the 
Chief Engineer should be held responsible for all such losses ? 

Mr, Ban, — Should you not also give credit to the Chief Engineer for the 
imj>rovemeiits that are taking place in the Railway i The Railway Board, how- 
ever. are not satisfied with the explanation of the Chief Engineer and are express- 
ing their displeasiiic to the Agent, and I told the Chief Engineer personally the 
other day what I thought of it. 

26. Mr, Bau. — Pai'agrapli 18 ihid , — This is a thing of common occur- 
rence. 

Mr, Mitra. — Will you accept it ? 

Mr. Bau,— I think in many cases disbursing ofi&cers very often either try 
to spend money if they have it in the budget or postpone payments if there is 
no budget provision. 

So far as this particular case is concerned, the District Engineer has left 
the Railway. The Chief Engineer has issued a strong circular on the subject, 

27. Colonel Gidney.— Mx, Chairman, will you allow me to compare para- 
graph 18 with paragraph 23 on page 100 ? The crime is similar ; the amount 
involved in paragraph 18 is just over Rs, 6,000 and the amount in paragraph 
23 is Rs. 3,000. One went into the pockets of the contractor and the other 
into the pockets of the staff, but they are both frauds in the real sense of the 
teim. The District Engineer who was concerned with the one is left alone, 
but the poor assistant engineer comes in for a full dressing down by the 
Agent. 

Sir Frederic Gauntlett . — There is an essential difference betwee:igt i para- 
graph 23 and paragraph 18, where a bill is presented for work frhich the en- 
gineers honestly believed would eventually be carried out by th^ dtotraetors. 
It is, of course, an extremely dangerous thing to do and ongb® ^ censured, 
but you cannot caE it fraud. 
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Chainnan . — It may easily lead to abuse. 

Sir Frederic Gauntlett — Of course. We bave had cases where it has led to 
considerable loss to Government. But in the one case it is a deliberate fraud 
and in the other it is running considerable danger of loss to Government. No 
judicial court would ever call it fraud, and if I may say so I think Mr. Kaula 
exercised a very wise discretion in not including it. 

Ml, Rati. — {a) It is understood that the original estimate sanctioned by 
the Railway Board was prepared from an incorrect plan of the yard in which 
certain lines that had been dismantled were shown as existing. This was dis- 
covered when the work was about to be started. The fact was reported to 
the District Engineer, and the Superintendent of Development prepared a 
revised estimate based on the existing layout of the yard. As the revised esti- 
mate^showed a^saving as compared with the original estimate the Superintendent 
conside^^ed it unnecessary to forward an estimate for formal sanction. This 
is of Course incorrect but the Superintendent who dealt with the case having 
left the Railway long ago no disciplinary action can be taken. I have 
impressed on the Agent the impropriety of having two estimates, one for 
audit and one for engineering ptirposes, and asked him to see that steps are 
taken to stop this practice of working to an unauthorised estimate for 
engineering piu'poses wdierever it existed. 

29. Sir Frederic Gauntleti. — ^What is the view of the Railway Board in a 
case like this where the work is carried out on a plan which is entirely diJfferent 
from the plan which was accepted by the Railway Board. 

Mr. Rail. — Of course, it is certainly wrong. I have impressed on the 
Agent the impropriety of having two estimates and asked him to make sure 
that steps are taken to stop this practice. 

30. Chairman. — ^When was the mistake in the original plan discovered ? 

Mr. Eau, — ^When they started work. 

31. Chairman.— Wb>s it reported to the Railway Board then and there ? 

Mr. Rau. — No. Apparently the District Engineer thought that as the 
revised estimate was for a smaller figure a fresh sanction was not necessary* 
It is quite wrong, of course. 

Chairman, — But the whole basis of the estimate was wrong. 

32. Mr, Das, — Mr. Chairman, I have two serious charges against the Chief 
Engineer of the B. N. Railway. One is, he spent more money on the capital 
side, thereby showing more surplus profits. The second and more serious 
charge is that they were asked to relay the lines with 90 lbs. rail and they 
relayed with 75 lbs. (second hand) rails. 

Chairman, — That is in the second paragraph. We will confine ourselves to 
the first case, 

Mr. Das. — ^Well, in the first case I think disciplinary action ought to have 
been taken by the Railway Board against the Chief Engineer for increasing the 
capital cost. 
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Mr. Rau . — He could not increase the capital cost. The allocation 
would be for the audit people to decide. 

Mr. Das . — But didn't the B. N. R. derive more surplus profit that year 
on account of the revenue charge b-eing smaller ? 

Sir Frederic Gmintlett , — I think the answer to Mr. Das is that the surplus 
profits can never be affected by the estimates. The surplus profits can only 
be affected by the final booked expenditure. And while it is perfectly true 
that the booked expenditure may not during the course of the booking be 
finally correct, yet when the work is completed the booked expenditure will 
show accurately the amount under capital and revenue. I believe during the 
booking of expenditure on a mixed work like this the apportionment between 
Capital and revenue is done approximately according to the proportions in 
the estimates. But it is alwa} s settled finally on the completion of the work. 

33. Chairman. — let us come to (6). 

Mr. Ran . — As regards (6) the Agent recognised the need for obtaining the 
Railway Board's approval to the change in the weight of rails and regretted that 
it had been overlooked. The completion report will be submitted to the Rail- 
way Board in due course. 

34. Mr. Das. — In this case they did not relay with 90 lb. rails. What 
action was taken by the Railway Board ? 

Mr. Rail. — I have not seen the completion report. That there were reasons 
for the action I have no doubt. Without knowing the reasons of the Agent 
for passing the estimates I cannot pass Judgment. 

35. Mr, Das. — Might it not have given more surplus profits — because part 
of it will be met from the depreciation fund ? 

Mr, Rau. — But otherwise it would be capital. Rela 3 dng them with these 
75 lb. rails would not affect the surplus profits in any way. 

36. Sir Frederic Qauntlett. — There is another point I would ask in respect of 
19 (6). The estimate was drawn up in March 1924. The total amoimt involved 
is under two lakhs and the completion report is still being submitted to the 
Railway Board. Ought it to take five years for a small work like that ? 

Mr. Rau. — I do not know really when it was completed. 

Sir Frederic OauriMett. — Well, that raises a very important point. I was 
ass tiToi ng that a completion report would come to you in every case. 

Mr. Rau. — I think a completion report was necessary in this case only be- 
cause of the material modifications. Of course we would not have known that 
there was a material modification if they had not sent their completion report. 

37. Mr. Kaula . — Is there any guarantee that the fact of the modification 
wotdd be mentioned in the completion report ? 

Mr. Rau. — Otherwise they would not have sent it to us. There is no 
Beaesmty for a completion rep<nrt but for this material it. I 

have m>t seen the report myself. It is difficult to state what is a 

material modification. 
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38. Ohairyrmn . — ^Does it depend on the financial effect of the modification ? 

Mr, Rau. — Partly. When they say 90 lb. rail and use 75 lb. raih or when 
we sanction a line for a 100 miles, and the alignment is actually 103 miles, 
say that would be a material modification. 

Mr. Mitra . — Who is to judge ? — ^the Railway Board or the Agent ? 

Mr. Rail . — It is for the Railway Board. But if it is not brought to the 
notice of the Railway Board, they will never know. 

Chairynan . — Unless the Agent thinks it a material modification he would 
not refer it to you. 

Mr. Rau . — But usually they do send up all cases where there are any 
modifications. They ask us when there is any doubt. 

^ir Frederia Gauntlett . — We would then come back, Mr. Chairman, to the 
question of audit. When these completion reports come to audit it would be 
the duty of the Government Examiner to scrutinise it to see if there was a 
material modification. And if there was, he would require it to be submitted to 
the Railway Board. But it is quite true, as Mr. Kaula has repeatedly said, what 
we can check at present is only a small fraction in most kinds of work. As I say, 
our check of allocations is fairly complete. 

Chairman . — Even with your limited staff ? 

Mr. Rau . — The limited staff is supposed to check completely cases in which 
the interests of Government are divergent from the interests of the com- 
pany. 

39. Chairman . — That is the only point to which they direct their attention 
at present ? But why should it be for the Government Examiner to bring to the 
notice of the Railway Board any material modification ? 

Sir Frederic Gauntlett. — Weil, the point is this, Mr. Chairman. It is much 
more difficult for a mere audit officer to say whether a particular modification 
is material except from the point of view of the financial effect but I should still 
regard it as a duty to determine whether the modification is material, apart from 
the financial effect. 

As a matter of fact, I must slightly modify that statement because the 
same question has arisen in regard to the irrigation rules. And I remember Mr. 
O^Brien from the Lloyd Barrage pointing out the extreme difficulty that he has 
felt in determining whether a change in the plan of the canals was a material 
modification or not, and the whole matter went back to the Secretary of State 
and I believe I am correct in stating that the Secretary of State has agreed that 
the determination of a material modification is not part of the auditor’s duties. 
But I shall have to look at this decision again in its bearing upon cases like this 
and I might have to modify the general views I have expressed. 

40. Mr. Neogy*—h^t us come to 20. — The splitting up of an estimate. 

Mr. Rau . — ^The Agent explains that separate estimates were prepared 
with the object of facilitating the handling of the accounts. He has been 
informed that the Railway Board agree with the Accountant General, Railways, 
that following the usual practice all these estimates should have formed parts 
of one estimate. 
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I was going to add that it is not quite clear how the Government Examiner 
accepted this as a separate estimate. But I do not wish to pick a quarrel 
Mr. Kaula on this point — I have got better cases. 

4:1 . Mr. Das. — ^Mr* Ran, may I ask if you get all your information from the 
Government Examiner ? 

Mr, Rau * — ^\¥hen the Government Examiner makes his report. 

Mr. Das . — ou have no direct information from the Agent when he changes 
his estimates. 

Mr, Rau, — Well, he ought to have brought it to our notice. He is most 
to blame. And he recognises it , 

42. Chairman . — ow , let us go on to 21 . — ^Pitting lights and fans in bunga- 
lows without provision for current. p • 

Mr. Rau . — The total cost of the work is stated to be Rs. 7,600 and the 
annual loss is therefore less than Rs. 400. The Agent’s contention was that 
they were not to be blamed in this matter as it was due to the fact that the 
arrangement which had been arrived at with the Tata Iron and Steel Co. was 
repudiated by the latter at a later stage. I told him that the administration 
should not have undertaken the work without coming to a definite under- 
standing expressed in the form of a legal contract with the Tata Iron and 
Steel Co. concerning electric supply. But I think this is only an error of 
judgment. I could not go further than that. With a commercial concern 
you ought always to have legal and binding documents. 

43. Chairfnan. — Now, paragraph 22 — Overpayment on local purchase on 
electric plant. 

Mr.Rau . — All the amounts overpaid have been recovered. The staff 
concerned hasbeen warned and the Agent reports that steps have been taken to 
prevent a recurrem c of similar irregularities in future. 

44. Chairman . — ^Now we come to paragraph 24 — Payments in excess of 
the terms of agreement — East Indian Railway. 

Mr. Rau , — This is a case of a mistake having occurred owing to the mechani- 
cal department dealing vith an engineering work. I understand the Chief 
Engineer finally made the best bargain he could with the company and instruc- 
tions have been issued to guard against a repetition of this procedure. No 
disciplinary action was taken as the Deputy Chief Mechanical Engineer held 
responsible for the irregularity had left the service. This is not a B. N. 
Railway case. 

45- Chainnmi . — Paragraph 25. 

Mr, Rau , — ^The E* I, Railway workshops were not able to meet all de- 
mands for rolling stock components in 1927-28 and serious delays ocetirred in 
supplying outstation demands. IiOoal purchase of certain articles was there- 
fore necessary and the savings that the Accountant General considers might 
liave been realised seem to be illusory. i ^ . 

46 Colonel GiAney, — ^This involves a very serious departute-^ fit Veil 
known they have these shops for a specific purpose. 
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Mr. Rati. — Yefs, btit the workshops -svere full up with orders for rolling 
stock components in that year and I understand that serious delay occurred in 
supplying these demands and so local purchase was inevitable. 

47. Colonel Gidney. — Here is a transaction in which two officers are impli- 
cated — the Chief Controller of Stores and the Chief Mechanical Engineer and 
they purchase at a price in the local market and brin^ in a loss to the railway 
of Rs. 28,000. 

Mr. Rau. — If they could not make it themselves that is not a loss. There 
is nothing to show that the purchases were made higher than the ordinary market 
prices ; at least I cannot find anything in that direction. If you cannot pro- 
duce it in the workshop you wdli have to buy it in the market. Our Director of 
Mechanical Engineering says if there is a large difference in prices imder certain 
xteijos it can be safely assumed that the difference in prices w as due to imj)erf ect 
alldbation of ♦charges on manufactured articles. 

Mr. Kaula. — ^Are yon pursuing that point regarding allocation 1 

Mr. Rau. — As regards allocation of charges, I think I shall, because it is 
essential that we ought to know definitely whether our manufacturing business 
is an economical proposition or not. If there is such a large difference, it is 
very likely that the workshop rate of nine pies is wrong. However I will take 
up the matter. 

48. Chairman. — Paragraph 26. 

Mr. Rau. — The Chief Accounts Officer states that though the rate conti- 
nued to be the same since 1923-24, the statements for 1926-27 and 1927-28 
compiled by the Accounts Department show that there has been a clear profit 
to the railway. He presumes, therefore, that the figures of loss for the years 
1923-24 to 1926-26 which have been taken by the Chief Auditor from the 
annual reports of the Electrical Department w’hich were not prepared correctly 
from accounts documents may not be correct. I think this is question which 
might be left for discussion between the Chief Auditor and the Chief Accounts 
Officer. I do not know if Mr. Kaula has received any further remarks on this 
point. 

Mr. Kaula. — I have received no further report. 

49. Mr. Mitra. — Is there not any other method by w’hich we can consider 
these cases with better results, because you find the officer appearing before us 
giving an explanation which is different from that in the Report and there is 
nothing by which we can find out which version is correct. 

Sir Frederic Oauntleti . — I have to-day sent a memorandum to Mr. Kaul^ 
pursuing the suggestion that was made here by Mr. Rau a few days ago, that 
he and the Controller of Railway Accounts should see whether it is not possible 
to get an agreed statement of the cases which will appear in our appropriation 
reports. I have also made another suggestion to the effect that as soon as a 
case is ready for inclusion in the appropriation report the Director of Railway 
Audit should get a statement of the case — as I have said an attempt should be 
made to get an agreed statement — and the draft report should be sent to the 
Auditor G-eneral for his acceptance and scrutiny and once it has been finally 
accepted by the Auditor General it should be forwarded at once to the Railway 
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Board so tliat they would know immediately what cases are likely to be taken 
up. That is the practice in the Army and I think it is desirable that it should 
be introduced on the Railway side also. 

Mr. Rau. — ^We should welcome it very much. 

50. Chairman. — Let us now take the Auditor GeneraFs letter. Paragraph 
7 of the letter. 

Mr. Rau . — ^Except under the first three grants, to which I shall return 
later, I do not think the savings mentioned in these paragraphs deserve any 
serious notice. The saving under ^ Appropriation to Depreciation Fund ^ 
voted, is only 1 % ; that under No. " 11-Miscellaneous ’ is almost entirely 
accounted for by the change in the procedure described in paragraph 50 of the 
report. The expenditure under " 12-Appropriation to Reserve Funds * is 
merely a balancing entry showing the results of the working of railways for the 
year and can hardly be called a saving. Under non-voted appropriatiorfs I 
think the Auditor General will agree with me that the savings imder non- 
voted expenditure under grants 4, 7 and 16 may be neglected as the expenditure 
should be taken as a whole, voted and non-voted together, because the question 
whether a particular oj0&cer will be debited wholly or partly to ' Administration ^ 
or ‘ New Construction ^ or ‘ Strategic Lines ^ is merely a matter of chance, as 
in the course of the year transfers according to the exigencies of the public 
service have often to take place. Finally as regards the expenditure under the 
head ‘ Discharge of Debentures the saving is not a real saving at all. The 
budget figure shows the total amount of debentures which fell due for payment 
during the year irrespective of the possibihties of some of them being renewed, 
and the amount of debentures estimated as likely to be renewed was taken in 
the year on the receipt side. The amounts provided in the budget were as 
follows : — 

Rs, 

Debentures discharged by renewal . . . . 2,58,92 

Not renewed . . . , . . . . . . 72,94 

Total . . . . 3,31,86 


The expenditure shown in the appropriation account relates only to the 
debentures actually discharged and not renewed so that the figure of 66,78 is 
really comparable with the figure of 72,94 in the budget. 

The question whether in the budget we ought not to show only deben- 
tures actually discharged and neglect debentures which are likely to be renewed 
during the year is cancelled by receipts on the other side is at present under 
consideration* 

Oomii^ now to grants Nos. 1, 2 and 3 where there are savings both undw 
voted and non-voted, it must be admitted that the budgeting could have he» 
closer. The explanations for the savings that have been given 
various gimts show that they were partly due to drcumstanees whidb-copld.n^t* 
have been foreseen, but partly to exce^ provision under leave 

'<m anticipations regarding the intentionB of officers with regard 'to leave^ 
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In the current year’s budget these provisions have been out down to a consider- 
able extent because it has been found by experience that not all of those who 
proclaim their intention of going on leave do actually go on leave or if they do 
for as long a time as they originally intended. 

61. Mr. Das. — I have got a question on paragraph 7 of the report. I wish 
t© know why there is such a large excess on non- voted items. On the voted 
side I am satisfied, but on the non-voted side there is an excess of 23, 27 and 31 
per cent. That shows that sufficient control is not exercised. 

Mr. Rau. — ^As a matter of fact, as I have already told you, with regard to 
6, 8 and 14 we ought to take the non-voted and voted together because the non- 
voted merely represents officers who are transferred to strategic lines from open 
line works or sometimes charged to working expenses- As regards 11 there waa 
a particular reason for it because we could not get a proper estimate of pen- 
sibnary charges. 

. 62. Mr. Das. — What I should like to have is a safeguard that you do not 
increase your expenditure on the total non-voted head unnecessarily. 

Mr. Ran. — The allocation as between the voted and non-voted is entirely 
beyond our control, 

53 . Chairman. — ^Paragraph 10 {b) of the Auditor General’s letter. 

Mr, Ran. — ^With regard to the question of budgeting, I submit that with 
only one year’s result to go on, the Accountant General’s remark that there has 
been no appreciable improvement after the separation of accounts on the East 
Indian Railway is, to say the least of it, premature. He admits that there has 
been improvement under grants 8 and 11. In grant No. 5, the saving is really 
not more than 12 lakhs, which is about 1|^ % of the grant. About 5^ lakhs 
is accounted for by the inclusion, by a misunderstanding, of Remissions of 
Earnings ” under the grant but not under Expenditure ” {vide page 174 and 
remarks on that page and paragraph 70 of Report). The explanation of the 
savings under grants 7, 8 and 10 is to be found in our system of over-allotment. 

54. Chairman. — Paragraph 10 (c) of the Auditor General’s letter. 

Sir Frederic Gauntlett. — ^What I am suggesting is that the Committee 
Aould endorse what I have said there. 

55. Mr. Das. — I should like to know from Mr. Ran whether there is a 
clearing accounts office for the B. N. R. ^ 

Mr. Rau. — There is a clearing accounts office for the southern railways in 
Madras, The B. N. R. might join the southern railvrays, I do not think it has 
as yet expressed any desire to have a clearing accounts office. 

Mr. Das. — Are you trying to put pressure on them ? 

Mr. Rau. — This is not a case where you can put pressure on them. 

66. Chairman. — ^Paragraph 18 of the Report. 

Mr. Rau.—Tlhj^ question of transfer has had unfortunately to be kept 
pending for several reasons, the most important of which is the desirability of 
tiymg to provide accommodation for the staff that will be transferred to Delhi 
:from Calcutta in connection with this work. 
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As matters stand at present tlie revised process is in progress on the N. W, 
Railway* On the E, I. Railway no use has so far been made of machines on the 
work in question, but the change over from the Received basis of accounting to 
the Forwarded basis, which is the initial step in the process, has been started. 

Mf. Mitm, — ^What is the price of an ordinary accounting machine 1 

Mf. Rau . — We do not buy it. The manufacturers do not sell it. It is 
better to hire them. When they get out of date we can ask the manufacturers 
to supply us with new machines. 

57. Mr, Mitra. — ^Are you in a position to say that these machines give 
accurate results generally ? 

Mu Rau. — Yes, generally. 

58. Maulvi Abdul Matin Cfiaudhury. — ^Do you know that the Ohi^f 
Accounts Officer of the North "Western Railway is not satisfied with Ihe working 
of the North Western Railway ? 

Mr* Ran.- — He has not reported it to me. 

59. CJmmnan. — Is Mr. Scott the only expert you possess ? 

Mr, Rau, — There is Mr. JDeane, the Director of the Clearing Accounts Office. 

Bir Frederic Gaimtlett , — Mr^ Scott was assisted by Mr. Varma for many 
years. I should like to say that the Government has been fortunate in having 
an extraordinarily capable officer of the type of Mr, Scott. lam sure that if 
Mr. Scott wanted to give up government service he would surely get £5,000 a 
year outside. What he has done in the way of introducing these machines and 
introducing new methods is perfectly invaluable. 

60. Chairman, — Paragraph 21 of the Report : 

Mr. Rau, — The Chief Accounts Officer, East Indian Railway, has recently 
submitted a further report on the subject. I understand the system of having 
payments to station staff witnessed occasionally by the Accountant or senior 
clerks of the Divisional Accounts Office accompanied by Finger Print Inspec- 
tors has been extended to other divisions and that as a result of these system- 
atic occasional check irregularities noticed are decreasing. He is satisfied 
with the results of the system and has decided to continue the test check as 
part of the regular procedure, 

61. Ghamnan. — Paragraph 38 of the Report. — Motor competition. 

Mr, Rau, — ^The question of road motor competition is being carefully 
watched by the different railway administrations and by the Railway Board. 

The North Western Railway to which special reference is made in the 
appropriation report did suffer considerably from motor bus competition on 
sections where metalled roads run parallel to the railway, and the number of 
passengers carried during the year fell by 900,000 as compared with the previous 
year. But they have paid special attention to the question of augmenting 
passenger train services ; they have put on 52 additional passenger trains and 
48 short-distance shuttle services, and improved the timings of trains^ i 
the dose of the year 1927-28 they have introduced week-end 
nlasseS at a fare and a half for distances up to 30 aniles ; a fai^e alid^ii^-l&ird for 
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distances from 31 to 46 miles and a fare and a quarter for distances over 45 
miles. Tke effect of tkese tickets in bringing back to tbe railway the traffic 
wMcb bad been diverted to tbe road is being watched. 

Tbe various ways in wbicb motor competition is being combated by rail- 
ways may be summarised briefly as follows : — 

(а) an increase in tbe number of trains, 

(б) acceleration of speed in tbeir existing train vservices ; 

(c) reduction of fares between specific points (it may be added, to a 

very limited degree), 

(d) running of Sentinel coacbes on sectioiife where traffic is constant 

tbrougbout tbe day, but not sufficiently large to warrant tlie 
^ running of ordinary trains, 

(e) opening of flag stations and, where these are not fully justified, 

temporary bait stations. 

63. Chairman* — Have you considered tbe effect of tbe reduction on tbe 
rates of petrol wbicb was effected last year on road motor competition ? 

Mr. Rau. — ^We have had complaints in tbe Standing Finance Committee 
that tbe reduction was not enough. 

62. Chairman. — ^Paragraphs 42 and 46 of tbe Report. 

Mr. Rau. Paragraph 44 . — Tbe reason for tbe high ratio of administration 
charges on tbe Bengal Nagpur Railway is probably due to tbe fact that tbe 
average charge per ton per mile for goods traffic, receipts from wbicb represent 
nearly 70 % of tbe gross earnings of tbe Railway, is particularly low on this 
line. It is 4-27 pies as compared with tbe B.B. and C. I. 8-03, the Eastern 
Bengal 8*64, and tbe N. W. 6-34. The East Indian Railway with 4-01 pies 
was tbe only Railway with a lower average charge, but tbe gross earnings of the 
line are more than double tbe gross earnings of tbe Bengal Nagpur Railway. 
I would invite tbe attention of tbe Public Accounts Committee to tbe fact that 
tbe general administration charges of tbe Bengal Nagpur Railway were lower in 
1927-28 than in 1926-27 and tbe ratio to tbe total working expenses (including 
depreciation) is just over 20%, wbicb is on tbe whole lower than the ratio on 
tbe majority of tbe other Hues. 

Paragraph 43 . — ^If we take tbe appropriation to tbe Depreciation Fund into 
account, there was an actual decrease in working expenses on tbe B* B. and C. I. 
(3 lakhs), E. I. (172) and G. I. P. (49 lakhs). 

There was a decrease in working expenses per train mile on all railways 
except tbe B. B. and C. I. which remained stationery. 
yiUGBBimnD) 
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Eirideiice taiken at the second meeting' of the sub-committee 
of the Public Accounts Committee held on Tuesday, the 
27th August 1929 at 11 a«m« 


Pbesent : 

(1) Mr. E, C\ Neogy. 

(2) Mr. B. Das. 

(3) Mr. S. C. Mitba. 

(4) Maulvi Abdul Matust Chaudhuby. 

(5) Lieutenant-Colonel H. A. J. Gidney. 

(6) Sir Fbederic Gauntlett, Auditor General. 

(7) Mr. G, Eaxjla^ Director of Railway Audit. 

(8) Mr. B. Eehru, Deputy Auditor General. 

Mr. P. B. Rau, Financial Commissioner, Railways. 

Mr. J. A. Toweb, Director of Finance, Railways. 

62. Ghammn . — Paragraphs 56 and 57 of the Report. 

Mr. Rau , — In a large number of cases the excesses are accounted for by 
changes in classification in the course of the year. In the year 1927“285 for 
example, out of the total difierence of 5,43 under ^ Agency ’ 4,35 was due to 
changes in classification. On the North Western Railway there was a change 
in the method of allocating the pay and allowances of headquarter staff to 
the various sub-heads which accounted for 2 lakhs and another lakh and a half 
was due to the pay and allowances of certain officers having been provided for 
under non-voted instead of voted. Under Telegraph and Police again the 
main savings are under the North Western Railway and are due to provision 
for expenditure correctly chargeable to Demand No. 14 having been, accord- 
ing to the procedure then in force, made under Demand No. 4. 

63. Ma Das . — ^Appropriations should he made as between the State lines 
on the one hand and Company lines on the other. 

S%r Frederic Gauntlett . — You are asking that each grant should be split 
up into 10 or 12 sub-grants. In that case, instead of having 16 grants, you 
will have 160 grants. 

CJmirmaii . — The idea is to put State lines into one group and Company 
lines into another group. 

Mr. Dos.— The present arrangement gives the Company-managed railways 
a loophole to get more money. 

Mr* Rau * — It is not a question of giving more money to the Compaliy- 
managed lines, but it is a question of keeping the railways rimning^ Woliid 
you l&e the B. N. R. to stop running in March ? I do not thidfe the 
B. N. R. has been particularly bad in the matter of 6Stiina#ng th« budgets 


1 


Chamnan. 


Mend}ers. 


) 

} 


T^ere also 
present.* 

Witnesses* 
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l3a fact, if you will look at page 105 of tke Appropriation Accounts you will find 
that there has been an excess under two heads and savings under all the other 
heads* 

GMirman , — ^After all, these Company lines also belong to the State and 
they are run in the interests of the people. So long as the Bailway Board 
exercises its control over the Company lines you ought to be satisfied. It is 
not possible to have watertight compartments in this matter, 

63. Chairman , — Paragraph 68 of the Report. 

Mr, Ran , — The estimates are of course the estimates of the Railway Board, 
but they are naturally based on the estimates supplied by individual railways 
and I agree with the Auditor General that in adapting their estimates for our 
purposes the idiosyncrasies of the railway administrations and their general 
tendency %o over or under estimate should not be lost sight of. It is worth 
noting, however, that except in the case of the South Indian Railway and the 
Tirhoot Railway in 1927-28, the differences axe diminishing. The explana- 
tions for differences in these cases are given in the Appropriation Accounts. 
Broadly speaking, a great part of the difference is due to unanticipated 
occurrences. On the South Indian Rahway the saving is stated to be due to non- 
entertainment of additional staff provided in the budget owing to the post- 
ponement of opening new lines and to the scheme of re-organisation of the 
Agency Department having been sanctioned too late. On the Tirhoot Railway 
similarly no provision was made in the budget for the Agent going on leave, 
which apparently was unexpected, and for the post of a Deputy Agent created 
later. Similarly the question of domicile of certain officers not being settled 
no provision for Lee concessions for them was made, and so on. 

64. Chairman , — ^Have all these questions regarding domicile been settled ? 

Mr, Ban , — We are consulting the Public Services Commission on all 
these points and are taking their advice. 

Chairman — Was not any date specified by which claims should have been 
put in ? 

Mr, Ran , — There has been a change in the Statutory rules and as a result of 
that all doubtful cases are being referred again to the departments for their 
final decision 

66. Chairman . — Paragraph 49 of the Report. 

Mr, Rau , — Though I agree that the budgeting and the control of expen- 
diture on the North Western Railway leave much to be desired, in this parti- 
cular case I think I ought to mention in extenuation of the difference that 
they had reported the possibility of the excess to the Railway Board and 
consequently when the Railway Board fixed the final grants they withdrew from 
the Agent only a sum of Rs. 9,24,000 under voted and Rs. 94,000 under non- 
voted instead of the full amount required for strategic lines which amounted, as 
pointed out by the Auditor General to Rs, 29,11,000 under voted and 
Rs. 3,39,000 under non- voted. The net result was then that taking voted ex- 
penditure only instead of a saving of Rs. 4,80,000 which is the correct figure, 
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if the expenditUire is compared with the original grant, there is really an excess 
of Es. 4,44,000 as compared with the final grant. A great part of this is due, 
however, to a change in classification which was decided after the budget was 
framed by which salaries of certain officers were treated as votable instead of 
as non- votable in the past. It will be noticed that there is a saving in non- 
voted expenditure of about 7 lakhs as compared with the final grant. 
We are trying to keep a strict watch on all the Eailways. As a matter 
of fact, the budget of the North Western Eailway has been recognised to be 
faulty for some time. We are hoping for an improvement as a result of Rai 
Bahadur Puri’s recommendations. 

66. Sir Frederic Qauntlett. — Have you issued any specific orders as to 
the period for which separate accounts of branch lines should be kept ? 

Mr, Rati, — am not sure that in the orders we have mentioned any specific 
period ; hut we shall have to keep them for 5 years at least. 

Mr. Das. — Will the Audit keep a watch on this ? 

Mr. Ran. — The Director, Eailway Audit, suggested the other day that they 
should be checked by the Audit and we have agreed. 

Paragraphs 61 and 62 of the Report. 

66. Mr. Rau. — While I agree generally with the Auditor General I must 
in fairness to the Railway administrations and to the Railway Board re- 
iterate that though the re-appropriations were sanctioned actually on the 27th 
March 1928, they were based on estimates submitted much earher which were 
based probably on 9 months’ actuals. The figures in paragraph 61 show that 
the modified grant gauged fairly accurately the direction in which the actual 
expenditure differed from the budget grant, except in the case of Aden, where, 
by oversight, the strategic and commercial sections were mixed together — the 
total expenditure was 41, Reappropriations could not be sanctioned before 
as the Railway Board had to wait for the supplementary grant to be voted 
by the Assembly before sanctioning them. 

Chairman. — ^Are you assured that the Railway Administration is im 
proving its maohinery so far as a watch over the expenditure is concerned ? 

Mr. Rau. — ^Yes. I have not noticed that the situation has become worse 
than it was in the previous years. 

Chairman, — It may not be worse, but is it improving ? 

Mr. Rau, — It is improving. 

Panragraph 63 of the Report. 

67. Chairman. — What is the explanation ? 

Mr. iZa-u.— The explanation covers the whole page. But, briefly, they 
could not anticipate that they did not require it. 

Paragraph 64 of the Report,. 

68. Mr. Rau. — ^The Agent reports that the previoTO practice was that|ifea 
leases of plots of land provided for payment of monthly rent in advancci ilPher 
result of this was that if payment was not made and the case was taken to the 
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courts, even if the case was not unduly delayed in the courts, at least six months 
elapsed between rent falling into arrears and the date of obtaining the decree. 
To prevent the recurrence of cases of this sort an advance payment of six 
months^ rent is now required in the case of the coal depots at Shalimar where 
the land being specially valuable and the rents correspondingly high the sums 
likely to be involved are large enough to justify this special precaution. 

The Agent has explained that in the specific ease referred to where the same 
Company were granted a fresh lease after a decree had been passed against 
them, the facts are that the decree conld not be executed for want of assets, but 
the party found finance to the extent of Rs. 1,000 which was paid to the railway 
in cash with a promise to pay the balance by instalments if the party was 
allowed to re-occupy the plot. The instalments and the current rent w’ere 
regularly paid for some months when they again fell into arrears and the party 
disappeared leaving a few* tons of coal on the land which vras duh' auctioned 
and the proceeds credited against the rent written off. 

As the losses seem to have been more due to a defect of system which has 
since been changed than to any fault on the part of individuals, the Railw-ay 
Board does not propose to take further steps to press for disciplinary action. J 
understand that formerly delivery of coal was given to plot holders at Shalimar 
without prepayment of freight as it was considered that the fact that they 
were allotted plots was sufficient to vouch for their respectability. This prac-^ 
tice has now been stopped. 

69. Mr, Das. — What is the practice on other Railways ? You recover* 
the rents from every coal merchant in the siding ? 

Mr, Rau, — This is not a siding. These are plots of land on which they 
were allowed to dump coal. They are valuable plots. Now they are taking 
six months’ rent in advance. 

Colonel Gidney, — And at a higher rate ? 

Mr, Rau, — ^They have been told that they mitst charge an economic rent 
in all these cases. 


Paragraph 67 of the Report. 

70. Mr, Rau. — There is nothing that I can say in this matter. The cash 
was lost and it was recovered from the contractor. The Treasurer who was 
responsible for the whole Cash and Pay administration has paid it and he has 
taken steps to safeguard himself against further losses. 

Chairman. — Is this the system in force on many Railways ? 

Mr, Rau. — In regard to State Railways^ it is in force on the North-Western 
Railway, and we may introduce it on the Bast Indian. On the Eastern Bengal 
and the G. I. P. we have the departmental system. Both systems are working 
fairly well. 

71. Mr, Kaula — Is there a tendency in the case of Departments 
worked hy contract not to scrutinise closely the work given on contract ? 

Mr. Rau. — I th'nk there has been no trouble in the N. W. Railway. Mr^ 
Scott told us so. 
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72. Mr. Mitra. — ^WMch method is more economical % 

Mr. Rau, — ^That is what we are tr5ring to find ont. 

Mr. Mitm. — Is it not possible to say what percentage it comes to ? 

Mr. Rau. — So far as the E. I. Eailway goes, I imderstand that the actual 
cost would probably work out a little more than some of the lowest tenders. 
Of course, the question is whether these tenderers are people who have had 
experience of this and are sufiiciently wealthy to be able to carry out their 
engagements. 

Mr. MiiSm.— You take a substantial security ? 

Mr. Rati. — think about 2 or S lakhs. Por that reason we do not interfere 
with the detailed administration of the Department, 

73. Sir Frederic Gauntlett, — ^Before we go on, might we finish the whob 

of Grant No. 4 I There are certain remarks in clauses (A) to (Z) of paragraph 56 
of my letter, but the only one which I should like to take up is (it). (Z) has 

already been answered and (A), (i) and {j) are comments of no serious im- 
portance. But (ifc) may be taken. (Pages 124-125, North-Western Eailway). 

Mr. Ran . — I understand the main difficulty was that the basis for distri- 
buting the cost of the Clearing Accounts Office was decided only in March 1928, 
the last month of the year, and the Clearing Accounts Office could not intimate 
the actual proportion of the different Kailways till the 23rd March and then it 
had to be forwarded to the Chief Auditors of the different lines, and it was only 
after the close of the year that the question was settled. As a matter of fact, 
adjustments were made in the March final accounts. This sort of difficulty 
ought not to arise in future years. 

Sir Frederic Gauntlett. — It is only a temporary difficulty ? 

Mr. Rati. — Yes. 

Gkaot No. 5 . — Paragraph 57 oj the Auditot' GeneraVs letter, 

74. Mr. Ran , — ^May I confine myself to the year 1927-28 in this case, 
unless the Committee requires the explanation of previous years ? 

Chairman. — ^We are primarily concerned with 1927-28. 

Mr. Rau, — Out of the savings of 1,01 lakhs under the head Eolling 
Stock about 66^ lakhs is due to the provision reserved by the Railway Board 
on the B. B. and 0. I., E. I. and G. I. P. Railways not being utilised. This 
amount was kept in reserve in anticipation of savings expected to result from 
economies and improvements which were being introduced. Labour troubles 
on the B. N. and E. I. Railways have accounted for a saving of 14 lakhs and 
improved efficiency in sheds and shops have resulted in a welcome saving 
of about 22J lakhs. As regards hire charges, the saving is only 3 lakhs and it is 
due^ — more than half of it — ^to misclassification of expenditure on the Tirhoot 
Railway, which is shown on page 169 of iffie Accounts. These were wrongly 
debited under the sub-head Miscellaneous ” whereas provision had been 
made under this sub-head. We are trjdng to avoid this head entirely in the 
Budget, The present practice is that hire charges, when the total of the re- 
ceipts and payments results in a payment to other railways, are taken as an item 
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of expenditure, and wlien they result in a receipt from other Railways, as a 
receipt. This results in wrong budgeting. Taking all railways together the 
result must be nil or negligible. We have modified this practice and we are 
trying from this year onwards to take hire charges altogether as an item of 
expenditure, in which case there ought to be very little difficulty. 

75. Chairman, — Page 161 — ^with regard to the East Indian Railway, it is 

stated : Due to adjustment made for writing down the purchase price of 

Peninsula Locomotive Workshops, Tatanagar. 

Mr. Rau. — That was explained in the Assembly- We paid 20 lakhs 
but when we went into the matter, we found it was not worth more than 12 or 
13 lakhs- 

Chairmayi, — It was a bad bargain ? 

• • 

Mr, Rau, — We had to purchase it for various other reasons. 

76. Mr, Das, — I would like a reply to the Auditor GeneraFs comments on 
paragraph 71. 

Mr, Rau. — I am more inclined to think that the Railway Board deserve 
to be congratulated on the fact that the modified grant and the actual 
expenditure diverge in the same direction from the original grant except only 
in one case, namely, the E. I. Railway. As regards the East Indian Railway, 
part of the divergence between the modified grant and the expenditure is due 
to the fact that the former figures included 6 lakhs for refunds of revenue (as 
the provision included remissions of earnings owing to the incorrect idea I have 
already referred to) while the booked expenditure included less than half a 
lakh on this account. Another instance which tended to throw out our calcu- 
lations was the labour strike at Lillooah which began in March and resulted in less 
repairs to vehicles. As regards the M. & S, M. Railway, the information at my 
disposal does not bear out the statement that a sum of 6 J lakhs was withdrawn 
from that Railway. So far as I can see, an additional grant was made resulting 
in a total net grant of 3,02,17 which was within f per cent, of the actual 
expenditure, 

77. Mr, Das, — ^What about the North Western Railway ? 

Mr, Rau, — In the case of the N, W. Railway, the figures of remissions 
of earnings not collected have been excluded from actuals whereas^ the grants 
have included the provision on this account. The reason for the increase of 
about 20 lakhs over the estimate of expenditure framed in the course of the 
year is that nearly half, that is, 10 lakhs, is on account of the greater reduction 
of share of worked lines expenditure and the other 10 lakhs is mainly due 
to credits for released materials proving to be in excess. The real explanation 
is that the case was not foreseen. 

Mr, Das, — You could not foresee it and therefore you could not arrange 
for a modified grant ? 

Mr, Rau, — The modified grant was given on the 27th MarcJh mainly 1^-* 
cause the supplementary grant was obtained from the Assembly only about the 
tot week of March. Almost all our figures were based on much earlier infoirma- 
tion. 

H61GPBFmB ^ 
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78. Sir Frederic Oauntlett, — Wliat was tke iirst portion of tlie explanation 1 

Mr. Rau. — In that year, the budget for the item ^‘Befimds of Revenue 
included remissions of earnings not actually received by the Railway. But 
it was decided that in the actual accounts we ought to show only refunds 
actually made and received by the Railway. 

Sir Frederic Oauntlett. — Is the Budget provision going to follow that deci- 
sion ? 

Mr. Ran. — Yes. We have brought it down from Rs. 36 lakhs to 15 
lakhs. 

79. Mr. Das. — The Auditor General has made a remark in paragraph 57 
(b) of his letter: “ But the differences between expenditure and the modified 
grant seem rather to indicate inadequate knowledge of the progress of expendi- 
ture ’h 

Mr. Ran. — I am afraid it is. 

Mr. Das. — On whose side ? On the Agent’s side or on the side of the 
Railway Board ? 

Mr. Eau. — The Railway Board’s information is derived from the Agent, 
In certain cases, of course, we do not always sanction all that the Agent asks 
for, because we consider that there is a likelihood of his over-estimating his 
requirements. 


Paragraph 72 of the Appropriation Accounts. 

80. Mr. Eau. — ^I understand that was due to an adjustment of leave 
allowances payable in England having been carried out by the Chief Auditor 
after the month of March 1928 ? 

Chairman. — Still a sum of 11 was withrawn. 

Mr. Eau. — ^Because he thought it was not required. He had no idea that 
there would be adjustment after the close of the year. 

Chairman. — It was unforeseen ? 


Mr. Eau. — ^Yes. 

Sir Frederic Oauntlett . — Surely, the Railway people know what people are 
on leave ? 

Mr. Eau. — Sometimes it happens that men may be in another depart- 
ment, but under our system of allocating leave allowances, a share of it might 
come under Railways. 

Sir Frederic OauntleU. — ^It is on the whole possible to make a go6d guess ? 
Mr. Eau.~Ym. 

Sir Frederic Oauntlett. — ^I only emphasise the fact that you cannot have 
cttectivi^ financial control unless you watch your liabflities ? 
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Paragraph 75 of the Report, 

81. Mr, Ran , — In tiie first place, I thmi: the Bengal Nagpur Railway and 
the Railway Board would lihe to express their gratitude to the Accoimta.nt 
General for bringing this to notice. When I investigated this matter at 
Calcutta it was pointed out to me that the losses worked out by the Account- 
ant General took into account items which were not ordinarily charged to 
a contractor of refreshment rooms and that it was unfair to charge them in the 
case of the Catering Department. The question of what charges should or 
might reasonably be debited to the Catering Department is under considera- 
tion at present, but I asked the Chief Auditor to give me figures showing what 
would be the loss or gain if only charges which were made in the ordinary 
course to refreshment room contractors were debited to the Catering Depart- 
ment. For example, on the Eastern Bengal Railway, the contractor is allowed 
tlie privilege of use free of rent and other charges of all buildings, premises 
(other than residential) and restaurant cars, and of free transit by rail of 
furniture and other articles for the equipment of refreshment rooms, and also 
of stores, wines, provisions, etc., for consumption or sale at refreshment rooms 
to passengers and railway employees. Allowing similar concessions to the 
Catering Department of the Bengal Nagpur Railway the j&nancial results of 
the years reported on should be modified to a certain extent. I understand 


the result would be as follows : — 



Rs. 

1924-25 . . 


. . Profit of 

4,081 

1925-26 . . 

. . 

. . Loss of 

78,438 

1926-27 . . 

. . 

. . Loss of 

27,971 

1927-28 . . 

.. 

Loss of' 

76,129 


The exceptional figure of Rs. 2,14,000 shown in the Accountant General^s 
report of 1925-26 includes, I understand, an amount of Rs. 65,800 representing 
the customs duty of previous years debited during that year. It has been noticed 
that there has been a considerable decline in profits from the stores sold and 
increase in working costs from year to year. The Catering Department has 
been thoroughly examined and re-organised and among the measures intro- 
duced for reform of the working of this department may be mentioned — 

(i) Conversion of less frequented refreshment rooms to tea rooms. 

(ii) Closing of the refreshment roonos, etc., for the night at 10 p,m. 
daily or after passing of passenger train, if any, between 10 and 
10-30 P.M. 

(m) Discontinuance of commission to Managers of refreshment rooms, 
etc., on stock sales. 

(w) Limiting stocks in refreshment rooms and Central Depot. 

(t;) Standardising the articles to be kept in stock in the Central Depot 
and refreshment rooms. 

(vij Re-organisation of procedure ehminating duplication of work. 
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(vii) Revised rales for writing ofi of stores and for selling stores below 
price list rates wMcb requires sanction of a Survey Committee 
or of tbe Traffic Manager in future, 

I understand that the reduction of establishment consequent on the 
introduction of the revised procedure from the 1st May 1929, has so far amount- 
ed to about Rs. 42,000. It is expected that with the changes now introduced 
the financial position of the Catering Department will in future reveal a profit 
on the operation of the department. 

82. Mr. Das. — Is the Bengal Nagpur Railway Hotel at Puri running at 
a loss or a profit ? 

Mr. Dau. — I am not quite sure that it is running at a profit ; I rather 
think it is running at a loss. 

83. Mr. Das. — I would like to know from the Accountant General what 
he thinks of Mr. Rau^s explanation. 

Mr. Kanla. — The figures have not yet been scrutinised. They were 
supplied only about a, month ago. 

84. Colonel Qidney. — The economy of Rs. 42,000 which you referred to — 
does it include a reduction of the salary of the senior officer ? I understand 
that the Officer in charge of the Catering Department gets nearly Rs. 2,000. 

Mr. Rau. — I do not know about that. I have been told by people who 
have travelled on this line that the catering arrangements on the Bengal 
Nagpur Railway are distinctly superior. 

Colonel Gidney. — ^They are the best in India. 

Mr. Das. — That is the only good opinion about the B. N. R. 

Sir Frederic Gauntleit. — ^The Railway Administration is entitled to ask us 
to draw a line between contractor’s charges and other charges. That is only 
fair to the Railway, because you must Judge it in comparison with what would 
happen if it were given to contractors. 

85. Golorml Gidney. — Am I right in assuming that it is the intention of the 
Eastern Bengal Railway to take over its catering ? 

Mr. Rau. — ^I do not think that the Eastern Bengal Railway has any such 
proposal before it at present. The E. I. Railway were investigating the pos- 
sibility of taking over its catering, when we sent in a copy of this paragraph of 
the Report to them. 

Sir Frederic GauntleU. — I have considerable experience, and I say that the 
catering on the E. I. Railway has fallen down, 

86. Colonel Gidney.— I have an answer to my question, whether you 
propose to have any economy in the pay of the officer in charge ? 

Mr. Rau. — ^I have been informed of the reduction of estabHshipptt con- 
sequent on the introduction of the revised procedure, I do not know whether 
the reduction includes a reduction of the salary of the head of the department. 
It might be false economy to put in charge a man who does not know much 
ahq^ it and*h» notsfiffioiwt experiems^. \iru. ^ 
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Mr. Mitra. — Colonel Giclney says he is getting Es. 2,000. 

Mr. Rau. — I do not know. 

87. Mr. Mitra,-- Was there any change in 1925 1 Because, according to 
both acconnts, there was a profit in 1924-26 and a loss in 1935-26^ and it was 
the largest deficit. 

Sir Frederic GauntletL — The explanation has already been given. It 
was due to the payment of customs charges, which related to previons years 
also, in that year. 

Chairman.— We can record that the sub-committee is satisfied about the 
effort that is being made for reducing expenditure. 

Paragraph 76 of the Report. 

• • 

88. Mr, Rau. — The Chief Engineer after discussing with Messrs. Braith- 
waite and Co., the ways and means for the carrying out of the very urgent and 
difficult work of repairing the main girders of the Mahi bridge which had been 
damaged by collision with a derailed goods wagon received from that firm a 
letter detailing the terms under which they were prepared to execute the 
repairs. The Chief Engineer then discussed the terms with the Agent who 
agreed to accept them whereupon instructions were issued to the company to 
carry out the work accordingly. 

Colonel Gidney. — Here is an instance in which a senior officer in a Railway 
did not know the very elementary rules of giving contracts and yet no action 
was taken against him. 

Mr. Rau. — I cannot understand what else he could have done. He had 
to carry out a certain urgent work of repair. He took the orders of the Agent 
and then accepted the terms of the firm. Probably that was the only firm that 
could carry oufc the work in the quickest possible time. 

Chairrmm. — ^How did the Chief Engineer get the orders of the Agent % 
Informally ? 

Mr. Rau.—H.e got verbal orders of the Agent. 

Sir Frederic Qauntlett. — The question of vital importance is getting an 
agreed statement of fact. 

Paragraph 77 of the Report. 

89. Mr, Rau. — The calling of tenders for the supply of wood fuel was a 
survival of the practice which obtained when the railway fuel supplies came 
from any wooded tract nearby. For the last six years, the railway has only 
been able to obtain its wood supplies from the government forests which are 
worked by the contractors chosen by the Ministry of Forests on the result of 
public tenders. Since only the contractors who had obtained contracts from 
the Ministry of Forests were able to tender successfully for railway fuel con- 
tracts — no outsiders could work in the forests — the practice of calling for tenders 
has been abandoned by the railway from 1928. As regards the other questions 
^raised by the Auditor General, the matter has been referred to the Agent of 
Burma Railways whose reply is awaited. As regards the first two questious, 
I em. certainly reply that the Railway Board agree entirely with the remark 
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that ordinarily it is desirable to enforce the penalty danse where it exists. As 
regards the other questions, I cannot answer now as I am awaiting further 
information from the Agent. 

Mr. Das . — draw your attention to the following sentence in paragraph 
77 : In no year cotdd the contractor supply the stipulated quantity of 

wood fuel, hut still the penalty clause was not enforced 

Mr. Eau . — That is what we are asking the Agent to explain. 

Mr. Das . — ^In paragraph 3 the following sentence occurs : The explana- 

tion of the Agent for adopting this unusual procedure was that the old con- 
tractor had on the ground a balance of 1,200,000 cubic feet of wood fuel ” 
How do you reconcile these two sentences? Apparently they are con- 
tradictory. 

Mr. Ran . — That is what we are asking the Agent to explain. 

Pwagraph 78 of the Rejporl. 

90. Mr. Tower . — The transhipment of packageto actually had to be handled 
by the contractor in three operations. On this account additional pay- 
ment was sanctioned. This additional payment was cancelled when the re- 
vised form of agreement was dra^Yn up. The overhead charges in the bills in 
question were made through a misunderstanding of the agreement and in both 
cases the overpayments were recovered. The matter was thoroughly investi- 
gated and as it was found that there was no fraud intended the parties respon- 
sible were only warned. It is the practice at many stations on the Great 
Indian Peninsula for station masters to undertake handling of goods and this 
procedure has been found to be better than the handling of the work by out- 
siders. It has been stated that the TraflB.c Manager certified these bills without 
checking. That is actually done by the Divisional Superintendent in the course 
of audit. 

Sir Frederic Gauntlett . — The point is that the Divisional Traffic Manager 
has to certify as to the accuracy. That means that he has to make such 
ariangements as will generally ensure the accuracy. He is responsible for 
applying sucli checks. If in fact the checks can only be employed in the course 
of yearly inspection, he has to devise a system of local inspection which will 
enable the checks to be properly applied during the inspection. 

Mr* Tower . — It is not for one moment suggested that he has to verify 
each individual bill as he passes it on. What is meant he must have some 
system whereby he can fulfil his responsibility for general accuracy. 

Mr. Rau . — In the case mentioned in the last sub-paragraph the further 
promotion of the clerk responsible for the unsatisfactory check was stopped. 

Colonel Gidney . — ^It is the district traffic inspector and the auditor who 
are responsible. WTiy should the poor clerk be punished ? These are glaring 
instances of senior officers being let ofi and subordinate clerks being tak^ to 
task. 

Mr. Rau . — think the Auditor General has properly stated that 
sibility of the Divisional Traffic Manager was that he must see %liit proper 
ehecks are applied and he did it through the commercaal audit inspectors. 
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Mr. Tower. — The Divisional TrafiSc Manager has to check 70 or 80 stations 
and he cannot find time to attend to his ordinary work. 

Sir Fred&rie any irregxilarities found out by tie Traffic 

Manager after check ? 

Mr. Tower. — ^Yes, in some cases. 

Paragraph 79 of the Report. 

91. Mr. Rau. — The Great Indian Peninsula road van services consists 
of a regular number of section vans at certain trains which clear small consign- 
ments from road side stations. The work of handling road van packages is 
laborious and costly and the sorting and transhipping of packages from one 
van to another involves two and sometime three operations. In some oases the 
packages h^ve to be carried considerable distances from one wagon to another 
for loading in the van and loaded to the section concerned. It is therefore 
not possible to compute an acceptable rate for handling on an actual ton basis. 
The contractors have incidentally to perform many other duties free of charge. 

If railway labour were employed the cost woffid be much greater than the 
rates at present shown. The fomr ton rate for section road van traffic was 
completely reviewed by the Agent who considers the present system to be the 
most economical. I am not however quite satisfied that a system which 
results in payment of a charge based on weight more than three times the 
weight handled can be quite economic and I shall ask Mr, Scott to make 
a separate independent investigation into this case. 

92. Sir Frederic Oauntlett. — ^Am I to understand that the position is 
that it is agreed that payment is never contemplated according to the actual 
weight handled ? 

Mr, Rau. — That is so. It is said that the weight would be taken as four 
tons, whatever the actual weight. I do not think that system can be good 
economy. 

93. Sir Frederic Gaunthtt. — ^Don’t you think that by making two or 
more loadings for the same day the contractors receive payment for very much 
larger quantities than they actually handle 1 

Mr. Tower, — ^It is not necessarily so. 

Sir Frederic Gaunthtt, — ^My question has not been answered. My point 
is that by making two or three loadings the same day, the contractors receive 
payments for very much larger quantity than they actually handle. The impli- 
cation there is that if somebody had ordered him to do the whole thing in 
one loading, the actual payment would be less. The contractors can play 
about it when he likes and what he likes, and receive much more money for 
doing exactly the same amount of work. 

Mr. Tower, — I do not know how this comes in. 

Sir Frederic Gaunthtt, — ^It was discovered that this system of payment 
was open to abuse as by making two or three loadings the same day, the con- 
tractors receive payment for a very much larger quantity, than they actually 
handle. 
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Mr. Tolmr , — I do not know how lie can do it. 

Sir 'Frederio Gauntlett, — My w^kole comment is based on the supposition 
that yottr statement is correct. If the statement of facts is not correct^ 
then my comment falls through. Will you please ascertain whether the 
statement of the facts is correct ? 

Mr. Rau. — I gather from the explanation that it is the rate per van and 
that the actual number of operations would not matter. 

Mr. Kaula. — The Auditor General’s statement is not challenged. 

Mr, Rati. — When it is according to the rate per van, there will not be 
any pajunent on the actual number of operations, 

Mr. Tower. — This system is not open to abuse. 

Paragrajdi 82 of ike Report. * ^ 

94. Mr. Rau. — -On account of reports that over-crowding was taking place,, 
it was decided as an experiment to Emit the loadii^ of cattle to 15 head pet 
wagon in local booking, but when it was found that these orders were stiffing 
the traffic, the number per wagon was increased to 20 head for cattle of stunted 
growth. On the south-east section of the Great Indian Peninsula the cattle 
for export are very small in size and for years past 23 head of cattle per wagon 
have been loaded on this section. It was on these bookings that the Chief 
Auditor debits the charge at the rate of full additional wagon whenever more 
than 16 head of cattle were loaded. Had an attempt been made to recover 
the undercharges from the consignors, or had the Chief Traffic Manager insist- 
ed on only 15 head of cattle being loaded the traffic would have been lost to the 
railwiiy. When the Chief Auditor objected to the term ^ cattle of stunted 
growth ’ he Was asked to suggest a better expression but was unable to do so. 
The term therefore remains. 

Mr. Tower. — This is a very heavily competitive traffic between the Great 
Indian Peninsula and the Bombay, Baroda and Central India for supply of 
cattle for slaughter in Bombay. It is a fact that the cattle of Sholapur 
district are very small in size and they would allow as many as 23 to be loadM 
in a wagon. When the limit of 16 was fixed, the traffic in the south-east was 
never taken into account. As regards the term stunted growth ^ we have not 
found any better term. 

Mr. Mitfa . — The point is when there is a rule, it must be strictly follow- 
ed, unless it is changed. So long as there is a rule, it must be carried oilt. 
If there is sufficient reason, they can get the rule changed. 

Mr. Tower . — ^When they made the rule, they evidently forgot the existence 
nf south-east. 

Ghmrmmi. — ^Who decided whether the cattle are stunted or not 1 

Mr. Tower . — ^All of them are stunted. It is well-known. 

Mr. MUra. — ^When there is a rule, why should you leave tho di^etion 
to the station master ot to any subordinate in the station to load AS:^n0^y 
fjattle as they like ? They ought to have represented to the HiviAmad Traffic 
Manager to get the rules changed 1 
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Mr. Tower. — They did represent to the Divisional Traffic Manager* 

96. Sir Frederic Gauntlett.—l do sympathise with the audit being asked 
to apply a very loose term as ‘ stunted growth 

Mr. Tower.— Call it of small size, if yon like. 

Mr. Kavla. — ^You can describe the area and say that cattle from that 
area could be loaded to such and such a number. 

Sir Frederic Gaunthtt . — If you say that in a particular area 23 head of 
cattle could be loaded, thon it makes the task of the audit easier. We 
some precise term. 


Paragraph 83 of the Report. 

^ . . . 

96. Mr. Ran . — This is a case of great importance. My first impression 

wa^ that it was most extraordinary that an Agent of a Railway should want 
to present 17|- lakhs to another railway. L thought therefore it was possible 
that the Chief Auditor in adventuring into questions of which he had no parti- 
cular knowledge was making a mistake. The average freight paid to the 
Bengal-Nagpur Railway was 1*96 pies per ton mile and the Agent ex- 
plains that the Chief Auditor’s proposal would have cost the Great Indian 
Peninsula Railway 2*5 pies per ton mile. Moreover, I do not think WC 
should look at it merely as a question of the Great Indian Peninsula Railway 
alone. After all, all these railways are owned by the State and it would not 
be economical on the whole to route the traffic 225 miles longer in any case. 

I should like to know whether the further report that the Director of Rail- 
way Audit expected to get has been received. I understand this question 
was again and again discussed by the Chief Auditor with the Chief Traffic 
Manager and the Agent and I thought the question whether there was a loss 
is a question of fact which ought to have been settled long ago. 

Chairman . — With regard to the question of treating all the railways as one 
system owned by the State I shoilld like to point out that the results of each 
individual railway are judged separately, 

Mr. Rau . — ^And so naturally the Agent would like to get the most traffin 
for himself but would look to the net gains, and not the gross receipts. The 
Agent’s contention is that if he had followed the Chief Auditor’s advice he 
would have lost money. 

97. Mr. Rau . — ^What is the result of the examination of the Chief Auditor 
on the question ivhether there was a defect of system ? 

Mr. Kaula . — The Chief Auditor has reported and we have passed it on 
to the Railway Board. The Great Indian Peninsula Railway contend that 
it is the cheapest from their point of view as otherwise there would be an in- 
crease in their own working expenses. I would like to know if the Railway 
^oard accept that. 

98. Mr. Rau. — ^What I would like to know is whether the Chief Auditor 
agrees with the Agent that the working expenses would have been increased.. 
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Mt, Kaula. — ^The CMef Auditor declines to take any responsibility for cal- 
culations on tkat basis, Tke CHef Auditor lias made a certain report on tke 
basis of certain statistics. Having done tkat, I do not know wkat else is required 
of tke Chief Auditor. 

Mr. Rau, — ^The Chief Auditor believed that tke Railway was losing ITf 
lakhs from April 1926 to September 1927 and unless he has come to the conclu* 
sion that the Agent was correct in saying that there was no loss the question 
cannot be left by audit where it is. 

Sir Frederic Gauntlett , — think this statement of the case here by the 
Chief Auditor apparently takes into account only the actual amount which 
might have been earned by the Gr. I. P. Railway if another route had been 
adopted, or rather the difference, between that amount and the amount that 
would have been earned by the route that was actually adopted. The reply 
of the railway company is that that may be true but the fact refaains thau it 
would actually cost the Gr. I, P. Railway much more to draw the .coal 
over the railway. I understand that Mr. Kaula has now got a note from the 
Chief Auditor in which apparently he acquiesces and then left it to the Railway 
Board to decide whether the one should overweigh the other. This is unfor- 
tunately one of those cases which are not completely stated. I do agree that it 
is unfair for the Chief Auditor merely to quote one side of the case. It is a pity 
that the Chief Auditor and the Agent did not go through it together. Anyway, 
from the 1st October the 6. 1. P. Railway will come under Mr. Rau and then he 
can make his own inquiries and he can take what steps he chooses. For the 
present I think it would be sufficient for the Committee to say that they have 
heard the case as presented by the Agent and they feel very strongly that this is 
another case which shows the absolute necessity of having an agreed statement 
•of the case put forward in these reports. 

Paragraphs 86-89 of the Report. 

99. Sir Frederic Gauntlett . — Paragraph 68 of my letter. Why was the 
supplementary grant so inadequate ? 

Mr. Rau . — Though it was presented on the 27th March it was really based 
on figures much earlier. In that year we had given special instructions to slow 
down the capital expenditure and vre thought we could keep within the total 
grant of 30 crores but the total expenditure was 32 J crores. 

Sir Frederic Gauntlett . — When you are presenting supplementary demands 
is it not possible to obtain the latest figures ? 

Mr. Rau. — Yes, but the latest figures were the January figures and the last 
two months are the months in which the heaviest expenditure takes place. That 
is why the Railway Board would welcome a change in the railway year. 

Page 181 of the Reporih-'B. Railway. 

ICK). Mr. Rau. — ^When the provision for the new construction (Barka- 
khana Chandil Railway) was proposed it was not anticipated that the line 
would open in 1926-27 . But it was opened earlier and naturally a good deal of 
the expenditure was taken under Open Line. 

Sir Frederic GauMlcM.-^^BvA 13 lakhs is a very high figtlre if Would 
ordinarily take a long time to spend that. . * 



Mr, Tower, — Towards the latter part of a railway construction, laying 

the rails, etc., you suddenly get a quick rise in expenditure. 

Paragraph 90 of tfie ReporL 

101. Mr, Ran, — ^Taking the Auditor GeneraFs comment first, I understand 
it has been the practice in the Burma Railways for several years to supply 
quarry contractors with plant free of charge, and they claim that in return the 
railway obtains its stone metal at considerably lower rates than the P. W. D. and 
other users. I am not convinced that this procedure can be entirely satisfactory 
as it is obviously difficult to make sure that the railway obtain full value for the 
free services they give. I am asking the Agent, Burma Railways, for figures to 
substantiate his claim that this arrangement is on the whole economical. 

^ The crushers were obtained because a large quantity of ballast was re- 
quired for ?he purpose of doubling the line from Pyuntaza to P 3 ru and Pyuto 
Kyungon, and it was desirable to obtain such ballast from a nearer source of 
supply than existing quarries, partly to avoid delay in supplies and partly to 
avoid the long lead from existing quarries. For these reasons it was decided to 
open up a quarry at Pyu. The crushers could not be utilised at Pyu, as stated 
in the report, because unfortunately the supply of good stone gave out at a 
small depth below which only sand stone was found, which did not warrant the 
use of crushers. Mines and quarries are notoriously uncertain in development 
and it is difficult to dispute the assertion that it was impossible to foresee at the 
time the difficulties that were likely to arise in utilising the crushers. The plant 
was subsequently and is still employed in crushing stone for revenue 
purposes, and consequently the debit was later transferred to revenue. 

Mr, Das, — ^Do you not think that the Railway Board ought to exercise 
greater vigilance when the contract with a particular railway is about to come 
to an end % 

Mr, Rau, — We realise that. In the case of the Burma Railways the Controller 
of Railway Accounts went out to Burma to see that the stores were correctly 
valued, and to see that all possible questions of allocation were settled in time. 

Paragraph 91 of the Report, 

102. Mr, Rau, — The Agent has explained that the mistake was due to 
excessive zeal and the Assistant Engineer concerned was warned, but in the 
circumstances no further disciplinary action was considered necessary. In 
order to prevent a similar loss in future arrangements have been made for the 
freer use of cement instead of lime mortar in the lower courses of large structures 
and for more frequent inspection by administrative officers. 

The matter has again been carefully considered by the Railway Board who 
have finally decided not to interfere with the judgment of the Agent as they 
consider a more severe punishment might tend to have undesirable effects to 
dishearten a junior officer and instil generally an undue and possibly ultimate- 
ly expensive caution. Apparently no directions were given to the Assistant 
Engineer. But now arrangements have been made for the freer use of cement 
mstead of lime mortar. The Assistant Engineer wanted to get on with the 
work quickly before the monsoon came on. 
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Sir Frederic Gaimtlett. — It is a matter oi teclinical knowledge wkick onglit 
to kave kept the Assistant Engineer straight. 

Mr, Rail . — This is a matter in wMck the District Engineer miist share a 
part of the responsibility as the railways are divided into districts and the 
District Engineer was there to supervise the work. 

Mr. Ran.—We must trust the Agent in this case, and generally we are 
reluctant to interfere with the disciplinary action taken by the Agent nnle^ it 
can be taken as a deliberately perverse judgment. 

Chairman. — Is it because it is a company line or is it the general policy ? 

Mr. Rau . — It is the Agent who knows all the circumstances of the case : aSi 
regards company lines, as I have already explained, it is much more difficult 
for use to interfere. ® * 

Sir Frederic Gauntlett. — Is your expression of the attitude of the Railway 
Board in these cases a perfectly general expression, or does it apply to this case 
only ? 

Mr. Rau. — I think generally that is so. 

Sir Frede'iic Gauntlett. — I would still press this case — I think it is a parti- 
cularly bad case. 

Mr. Rau. — I would say this : that if in the opinion of the Railway Board the 
action taken is seriously inadequate, they would certainly take steps to insist on 
the Agent taking more severe action in the case of the State Railways : but in 
the case of Company-managed railways they would express their opinion and 
tell the Agent that in their opinion more severe action ought to have been taken, 
as in many of these cases they are going to do. 

Chairman. — We must say that we are not satisfied with the explanation 
gwen. 

Paragraph 92 of the Report. 

IG8. Mr. Rau. — As regards these purchases, the Agent has reported that 
ail concerned have been warned to buy according to the rules and audit instruc- 
tions. 

Colonel Gidney. — This is a case in which the Executive Engineer delibe- 
Irately did a thing which he should not have done, and it has entailed a loss. 

Mr. Rau . — ^But the explanation is there, that it was on accotmt of an 
gency. The Chief Engineer has realised the position and issued the nece^S^ 
instructions. 

Paragraph 94 of the Report. Shoranur-Nilamhur Railway. 

lOi- Mr. jffioie."— The guarantee in this case was fixed on a more or hm 
rough and ready basis ; this being one of the fimt lines to be started on 
guarantee basis. Erom the rough estimate of traffic receiptB and working etr 
it was considered that the line would yield tmiBsisted 4 
4&e » Jfodr^ Government was therefore expected to pay aU additidndl f % 'to 
make the return 6 %. The actual guarantee was 'a of 
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fa.lrha as by the time this was communicated to them it had been known that 
the cost of land assumed in the original estimate would be increased by 
about 7 lakhs. 

The revised estimate for Rs. 86,69,000, not 84,69,000 sanctioned by the 
Railway Board in June 1928 included two items which were not included in the 
original estimate. One was for Rs. 8,05,000, interests on capital during con- 
struction ; the other was for Rs. 2,43,000, the proportionate cost of the junction 
arrangements at Shoranur which it was originally apparently intended to carry 
out as a separate work but which the Railway Board decided should be taken 
into- account in calculating the cost of the railway. Taking these two items 
into account the actual diSerence is only about 6|- lakhs — a, trifle less than 10% 
on the original estimate which is not unreasonable in itself. (It is possible, 
however, that owing to our maximum guarantee fixed at the figure of 1,39,000 
th%re might ^e a loss for the first few years). 

■ 105. Sir Frederic Gauntlett , — There is only one further point in paragraph 
68 — (page 182 of the Report) — ^this is a case of a failure to reappropriate and 
cover excess. The most important case is the M. S. M. The excess was not 
covered by reappropriation. 

Mr. Rau . — The Railway has explained that the excess is chiefly due to 
stores adjustments in the latter part of the year which were not anticipated. The 
total capital grant is not affected in any way. 

Sir Frederic Gauntlett . — This denotes inadequate Imowledge of the 
progress of expenditure. 

Mr. Rau . — ^Partly of course it is due to the orders of the Railway Board to 
reduce capital expenditure on new construction. The Agent thought he would 
reduce it, and he kept his cash expenditure down but lost sight of Ms stores 
adjustments. I agree that he ought to have known it. The other item is the 
Dronachellam Kurnool Railway ; that I understand is due to heavier expendi- 
ture on girders received from England and anticipated credits not having been 
realised in full. That line has now been handed over to the N. Q. S. R. 
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Evidence taken at tke third meeting' of the snb-eommittee 
of the Public Aceotmts Committee held on Ihursday, the 
28th Amgnst 1029 at 11 ami- 


Preseot : 

1. Mr. K. C. Neogy, 

2. Mr. B. Das. 

3. Mr. S. 0. Mitba. 

4. Maulvi Abdxjl Matin Chaxjbhtjby. 

5. Lt.-CoL II. A. J. Gidney. 

6. Sir Pbebebic Gatjnteett, Auditor General. 

7. Mr. G. Kaxjla, Director of Railway Audit. 

8. Mr. B. Nehru, Deputy Auditor General. 

9. Mr. I. S. Puri, Deputy Director of Railway Audit. 

Mr. P. R. Rau, Pinancial Coiamissioner, Railways. 

Mr. J. A. Tower, Director of Pinance, Railways. 

106. Chairman. — ^We begin on page 48 of tbe Repoirt, Grant No. 8 — pair 
graphs 95 and 96. Is there anything further as regards paragraph 95 ? 

Mr, Rau. — There is really nothing I can add to the explanation on this 
point. It is due to the system of over-allotment which we have already dis- 
cussed. 

107. Chairman, — That is all I suppose ; then about 96 % 

Mr, Rau, — I understand from the Controller of Railway Accounts that 
that figure is a mistake. Almost the whole of it should have been divided 
between the first two heads — -capital and revenue — ^instead of miscellaneous. 

Chairman, — The closing balances shown against the B. N. Railway and 
the E. B. Railway seem to he wrong. 

Mr. Kaula, — ^A correction slip has already been issued. 

108- Chairman. — ^Paragraph 97 working of the shops. Any questions ? 

Colonel Qidney. — I should like to ask the Suh-Committee to record its 
appreciation of the work done by Mr. Wrench in connection with the economies 
he has efiected in the railway workshops, which has resulted in increased 
outturn at a reduced cost. That is an outstanding feature of the railway report. 

Sir Frederic Oaunilett . — It is an outstanding feature and lam deeply in- 
terested in Mr. Wrenches work but I think it is far the main Committee to 
decide whether we should express our appreciation of the work of an indi- 
vidual oj06Lcer. I am glad that Colonel Gidney has called attention to it. 

Mr. Rau* — ^Yes, practically all the credit is due to Mr. Wrench. 

Chairman, — We can express our appreciation of the work done without 
mentioning any names. We can place titiat on record. 

109. Chairman* — ^Paragraphs 98 and 99 have already been dealt with. 
Has any member any special questions to ask % 


Chairman, 


>Membere, 


Were, 

also 

present. 


'’itses. 
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Mr, Das . — Sir Frederic Ganntlett told ns that owing to the reorganisation 
of these workshops they have to have increased stores balances. I would like 
to know whether the^c 17 crores represents the maximum for all railways, 
or whether they vill go on increasing ? 

Mr. Rail . — It is very difficult to say. When you have large renewals of 
permanent-way and you have no new lines you must increase the stores balance. 
That is what happened on the N. W. Railway in 1927-28. 

Mr. Das . — ^But will there be sudden increases of stores owing to the re- 
organisation of the workshops, as has happened on the E. I. Railway ? 

Mr. Rati . — I do not think there will be fa ether increases on account of 
that. But there may be other reasons which might compel some increase. 

^ Chairman . — It must be remembered that during this year a change of 
policy was introduced so far as the E. I. Railway was concerned. 

110. GTmifman.'~~'We pass on to paragraph 100 — B. N. Railway — tamper- 
ing with entries in a measurement hook. 

Mr. Rau . — The District Engineer responsible appeared personally before 
me and explained the circumstances in which the entries in the measurement 
book had been altered. The worn in question, namely, filling certain low 
ground known as brickfield at Shaluuar had been in hand for many years and 
the Administration had been in the habit of spending money on it from time 
to time as funds were available. 

Simultaneously, a siding was also laid over part of this reclaimed land 
under orders of the Managing Director in anticipation of sanction to the esti- 
mate. The formal sanction to the estimate had been held up owing to some 
discussion on allocation but the work was urgent and was accordingly carried 
out at the same time as the filling of the ground. An additional estimate 
had been prepared for an extension of the filling work into area not originally 
contemplated as the old estimate dated from 1905 and the work contemplated 
was actually a new work and it was considered better to get an entirely new 
estimate sanctioned and to prevent confusion arising to close the old estimate 
before operating on the new. It was explained that the source of supply being 
one only, the tidal silted foreshore, the measurements were necessarily 
one and their subsequent adjustment between the two works was considered 
to be a book transaction. The total measurement was correctly shown by the 
Sub-Divisional Officer but it is claimed it was wrongly allocated and therefore 
he was ordered to hold back part of the measurement by temporary cancella- 
tion till the necessary sanctions for the funds were forthcoming. It is pro- 
bably true that the methods followed did not involve any loss to the Railway 
and that there was no deliberate intention of attempting to falsify the accounts, 
hut the importance of setting forth the facts as they occurred in the accounts 
was not given sufficient attention. The Railway Board are again drawing 
the attention of the Agent to the necessity of accounts strictly and accurately 
representing facts. 

The Assistant Engineer concerned is no longer in the service of the railway, 
but he was not discharged for this but for other reasons. The District Engi 
neer has, I think, fully realised his responsibility in this matter and I am taking 
up the question of disciplinary action with the railway administration. 
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Colonel Gidney , — You mean the Sub-divisioual Officer is no longer on the 
rp.ilway ? 

Mr. Rau. — ^Yes. 

111. Colonel Gidney, — Was the S. D. O. a promoted Permanent-way 
Inspector ? 

Mr, Ram. — I do not know, I am afraid. 

Colonel Gidney. — ^Here is a case in which a subordinate's services have 
been dispensed with while the District Engineer has got off, 

Mr, Rau. — It was not in connection with this. 

Colonel Gidney. — ^Then this should be deleted from the report. 

Sir Frederic Gaunilett. — It would have been more proper if they had said 
were dispensed with but for other irregularities I mean it was impor- 
tant to know that the man had left the railway. 

Chairman. — I think we ought to be satisfied with the assurance Mr. Rau 
has given that he is going to take it up with the District Engineer. 

112. Chairman. — ^Now we come to paragraph 101 — B. B. C. I.— Incorrect 
use of Measurement Books. 

Mr. Rau. — The Railway Board also agree with the view expressed by the 
Accountant General, Railways, in the last sub-paragraph and so does the 
B., B. & C. I. Railway. Instructions prohibiting the transcription of entries 
into the measurement books from rough records were issued to the Railway 
in 1926 and are printed in all measurement books, and irregularities of this 
nature are closely watched and commented upon by the Chief Auditor, The 
Agent has assured the Railway Board that the present position in regard to 
this irregularity shows an improvement over 1926. 

On the particular cases taken by the Accountant General the Agent reports 
that in some cases it happened that no travelling allowance was admissible 
for the journey and consequently the movements were not shown in the travel- 
ling allowance bill. From the fact that no movement is shown in the travel- 
ling aUowance bills it cannot be considered a necessary inference that the 
officers were at headquarters. Except in the case of three Permanent-way Inspec- 
tors, the Engineer-in-Chief is satisfied that the measurements taken were taken 
on the spot. In the other cases the Engineer-in-Chief found that the detailed 
measurements were taken from rough notebooks and entered in the measure- 
ment books. These officers have been reprimanded for transcribing measure- 
ments instead of entering them directly in the measurement books as required 
under the departmental rules. 

Mr. I>(zs. — ^With the B., B. & 0. I. this is a special case ; on the B. M. 
Railway it is chronic. 

Mr, Bau , — e are issuing general orders that all movements shotted be 
sbown ip the journal. ^ 

Ookmel Gidney . — ^Were these three people subordinate ? 
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Mr. Rau. — Out of 6 Permanent-way Inspectors the Engineer-in-Chief 
Was satisfied that two had actually taken measurements on the spot. As 
regards the other three he was not sure. 

Mr. Mitra. — Then the dates given in the Measurement Book do not 
tally with the travelling allowance journals. 

Mr, Rau , — The point is that travelling allowance may not have been 
admissible for that journey, and if they do not claim travelling allowance 
they need not mention it in the journal. There is no mention in the travelling 
allowance bill that such a journey was performed. 

Mr. Mitm. — Prom the remarks made by Mr. Kaula I understood they 
had travelled elsewhere on those dates. 

« Sir Fmderic Gauntlett . — From the point of view of interpretation that is 
the natural inference from what is said here. Otherwise, it would have said 
that the travelling allowance journals did not record any journeys on those 
dates instead of saying that the dates did not tally. But here again we are up 
against what we have so frequently found, that the facts recorded by the 
Executive are not the same as the facts which are recorded here. We find 
that almost everywhere. 

Mr. Rau . — It must not be assumed that the facts stated here in the 
appropriation report have been accepted by the administration. I must 
protest against that. There has been a persistent attempt by the Accountant 
General to say that the facts here stated have been accepted by the adminis- 
tration. We are going to make an inquiry on that point. As Sir Frederic 
stated the other day, we are taking up the matter of having an agreed report. 

Sir Frederic Gauntlett . — The whole of the work this year has shown, 
from the point of view of this Committee, that there must be agreement as 
to the facts. 

113. Chairman . — Now we will pass on to paragraph 102. 

Mr. Rau . — This was a misunderstanding on the part of the B., B. and C. I. 
The Local Government apparently approved the plans and estimates and 
from that the B., B, and 0. I. concluded, without a definite statement to that 
effect, that the local Government would share the liability, but the Local 
Government afterwards refused to do so. The Railway will no doubt be more 
careful in future* 

Mr. Mitra . — I would like to draw attention to the fact that this was a 
school for European children. 

Mr. Rau.— it happened to be in this case, but it might have happened 
in regard to any other school. Our whole policy in this connection is under 
consideration. We are in consultation with Provincial Governments and are 
trying to induce them to take over all railway schools. 

114. Chairman. — ^Paragraphs 103 and 104 have already been dealt with, 
and we come to paragraph 105. 

Mr. Rau. — The Agent reports that the land was appreciating in value 
and in his opinion no object could be served in relinquishing it. 

HeiCFBKnB Q 
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The rubbish had to be removed for the construction of a new design yard 
on this site which wes found necessary in 1925, owing to the great increase 
in traffic which could not be foreseen in 1921 when the municipality was 
allowed to dump rubbish on it. Moreover, if the municipality had not been 
allowed to dump rubbish reclamation by ballast would have been necessary 
when the land was required and would have been far more expensive than the 
cost of removing the rubbish. 

Sif Frederic Gauntlett, — The Agent misses the whole point of the com- 
ment. The only question was whether too much rubbish was not dumped. 

Mr, Rati, — ^At the time, apparently in 1921, when they gave permission 
to dump rubbish on the land, they did not anticipate that they would require 
the land in the near future. 

Sir Frederic Gauntlett, — ^But if a railway wants land it wants^it level. ® 

Mr, Rau, — There must be some subsidence in the case of rubbish dumpB. 

Mr, Mitra, — It is pointed out in the Accountant GeiieraFs report that 
they failed to prescribe a maximum height. 

Mr, Rau, — That would depend of course upon when you require the land. 
There would be more subsidence in 16 years than in 5 years. 

Sir Frederic Gauntlett, — But if the land is going to continue to sink like 
that, is that the type of land you want to build a goods yard on ? 

Mr, Rau, — They have doubtless taken the necessary measures to make 
it quite safe. 

Sir Frederic Gauntlett, — ^It is a minor point. I do not think we need 
press it. 

Chairman. — It shows careless administration. 

Mr, Rau, — The land was not expected to be required till about 1935, 
but later on the growth of traffic made it necessary for them to build a traffic 
yard- It might be an error of judgment but I cannot say it is worse. 

Chairman, — It is said in this report that it was expected to sink to the 
correct level in 1930. However, we will leave it there. 

115. Chairman, — Now we come to paragraph 106 — E. B. Railway. — 
Improper accounting of Stores Issues. 

Mr, Rau,~l think I cannot do better in this case than to read out to the 
Committee the explanation given by the Agent of the whole affair which 
states the administrative side of the case fully. While the Railway Board 
agree with the Auditor General that the action taken was open to the objec- 
tions referred to by him, they do not feel that, in view of the further explana- 
tion submitted, any serious disciplinary action need be insisted on. 

The stores amounting in value of Rs. 1,70,366/9/0 referred to in para- 
graph 83 of the Accountant GeneraFs Executive Report consisted of 60 lb. 
rails with fastenings which had been obtained for the purpose of relaying on 
the Gauhati Extension. The 1926-27 budget included this relayiug whi®' 
was part of a general relaying programme carried out from year iM yiaaft ' " *Kie 
rules in force provide for charging off special material obtafcaed to relaying 
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as soon as it is brought to the site of the work* When the rails arrived it was 
found that the necessary sleepers were not coming in as quickly as anticipated^ 
and the Executive Engineer was faced with the position that he might have 
to leave his rails lying at site for several months involving the engaging of 
chowkidars and a certain deterioration in the matedal lying out throughout 
the rains. To arrange special relaying depots would have involved further 
handling and the employment of special staS. The Executive Engineer 
therefore arranged with the Stores Department to keep fche rails and fastenings 
in numerical custody for him until the remainder of the relaying material 
arrived. The debits for this material were met in exactly the same way as 
would have occurred had the material been taken to site which was the normal 
procedure. In trying to avoid the extra charge for chowkidars and damage 
to the rails the Executive Engineer overlooked the possibility of the material 
held in this ivay becoming mixed up with the uncharged off stock — a possibi- 
lity which makes the procedure objectionable. 

The rails are taken out for work by ballast train — a procedure which is 
rather lengthy — so that material remained in the custody of the Stores Depart- 
ment for a longer period than was originally anticipated. 

The arrangements made by the Executive Engineer were with the best 
of intentions and probably did result in the saving of money to the Railway 
in this particular case. In the circumstances it is not considered that any 
action is required. ’’ 

Sir Frederic Qauntlett, — I always feel that the Railway Board are reluctant 
to accept the full implication of the principle. The piinciple of the whole 
system of accounting is that a charge for the utilisation of stores should not 
he passed into the final side of the budget until they are actually placed on 
site. It is always with very great reluctance that I acquiesce in any departure 
from that fundamental principle. The point here is that we have acquiesced, 
with reluctance in the proposal to charge off important materials like these to 
the work when they axe taken to the site instead of on the day they are put 
into the line. That is a fundamental departure from principle^ and like all 
other departures from principle it must be applied with the utmost strictness. 
The whole question of material at site does involve a departure from funda- 
mental principle and therefore must be construed with the utmost strict- 
ness. 

Mr. Rau. — I agree with the Auditor General that we must see that the 
relaxation is definite and must not be carried on further by the local authori- 
ties. 

116. Ghairmun. — Paragraph 107. — ^Defects in Stores Accounts. 

Mr. Rau — As I said the other day, there is room for considerable improve- 
ment. 

Sir Frederic Gaimtlett. — Is it too much to say that the whole administra- 
tion is still in a state of chaos ? 

Mr. Rau. — The Chief Controller is going on, but naturally as he has to 
tackle the old and the new problems together it might result in some chaos. 
The best I can say for the Stores Department is that whatever has been 
detected by Audit has been set right. 
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117. Colonel Gidney, — Tlie Stores Department of tlie E. I. Railway has 
been running in a cbaotic condition for a number of years. The Chief Controller 
of Stores is evidently hopelessly incapable of discharging his duties pro- 
perly ? 

Mr, Rau, — The present Controller is a very capable officer. The Railway 
Board have realised that in the short time he has been with us, but it is a pity 
that owing to his health he had to proceed on leave. He has evolved some 
sort of order out of chaos. We have now given him the assistance of Mr. 
Meade, a most experienced Controller of Stores who has just retired from the 
E. I. Railway. 

Chairman, — ^Are you in a position to say that things have improved 
since ? 

Mr, Rau , — They have improved but I cannot say they are quite satis- 
factory yet. 

Sir Frederic Gauntlett. — I suggest that the Committee should say that 
a very serious state of affairs has been disclosed in this paragraph and the 
Committee consider that very stern action is necessary in order to rectify 
the affairs in the Stores Department and that Mr. Rau has promised to take the 
necessary action ; I think the CoiDcimittee might say something on those 
lines. 

Chairman, — ^ hope a special watch will be kept by the Railway Board 
^ over the course of events ? 

Mr, Rav, — Yes, most certainly. 

118, Mr, Rau, — Paragraph 109 — If the Committee so desire, at the time 
of the next Public Accounts Committee we could prepare a special Report 
on the E. I. Railway Stores Department showing what the position is at this 
time next year. It would be a report on the work in 1929-30. 

With regard to the sleeper affair, there are two Railways concerned in 
this, the E. I. Railway and the North-Western Railway. One of the 
fiist questions to be answered is whether the Report of the East 
Indian Railway Engineer is to be considered. The Agent, North-Western 
Railway says that this cannot be accepted as final. It appears that 
the matter was not reported to the North-Western Railway Administra- 
tion formally at the time. I asked the East Indian Railway Authorities 
why they had not reported, and they said that it took some time for them 
to discover the thing. The Agent of the North-Western Railway explains 
that the system of passing sleepers was one that had been in force on that 
Railway for many years with very good results, and there was no reason 
to think that it was inefficient. It is true that the system has been tightened 
up more recently as regards percentages to be inspected in view of the larger 
purchases at present. The Railway Board do not consider that the question 
of disciplinary action can be pursued with advantage at present. The East 
Indian Railway spoiled the case by not bringing the matter to the notice 
Nortii-Western Railway at once. They first discovered it too late 
the sleepers had passed through their store depots* / 
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119. Sir Frederic GaunfletL — ^May T point out that the essence of this case 
lies iu the fact that, whatever system, of inspection of sleepers was in existence 
at the time, it enabled a considerable number of sleepers which had been found 
to be of an inferior quality, to pass through undiscovered? I suggest that that is 
the essence of the irregularity in this case, and this Coroinittee might be interest* 
ed to know what was the system of sleeper inspection which enabled this serious 
defect to take place and how it has been tightened up. 

Mr. Eau. — I would deal with that in the memorandum that I shall place 
before the Committee about the sleeper question ; I shall also explain what is 
the present system and what precautions we propose to take. 

Sir Frederic Gauntlett, — ^When my comments indicate what I consider 
to be the essence of a particular irregularity, I do suggest that the Railway 
Board might concentrate on that portion of it at least. The essence of the thing 
i^*ust pass#d over with the comment that it had been working satisfactorily, 
and it has been tightened up. I suggest that is not the way of setting right an 
irregularity, an irregularity in which the whole of the money that has been 
lost has been due to the inefficient system which was in force before. 

Mr. Ran. — I did not anticipate that I w-ould be called upon to give the 
details of the old system as also of the new system, but I shall do so as soon 
as I get the information. 

Sir Frederic Gauntlett. — It is impossible for the Committee to judge 
whether the old system was reasonably efficient unless it knows what it was. 

^ After all, we have to trust very largely indeed the technical experts. 

120. Mr. Ran. — Paragraph 111 — ^The suggestion has been accepted 
and we have sanctioned the scheme for re-modelling the Stores Depot. 

Sir Frederic Gauntlett. — I think my strongest argument in favour of the 
extension of the system of audit on company lines is contained in these para- 
graphs which indicate what was discovered when we really went into the 
work that has been done on the East Indian Railway. 

121. Mr. Rau. — Paragraph 112 — ^Here also the suggestion of Audit has 
been accepted and a revised procedure has been sanctioned. 

122. Mr. Rau. — Paragraph 114 — This matter was considered very care- 
fully by the Railway Board and the opinion of the Solicitors of the East Indian 
Railway was taken, and the final decision was due to the fact that the Railway 
Board considered that it was desirable that the administration should not lay 
themselves open to an accusation of what might be called the established practice 
of making the payment. The Agent tells us that it has been the practice 
for 30 years. The amount was paid under the orders of the Railway Board, 
and in communicating our orders we said that future contracts should 
be drawn up in a form which would be free from ambiguity and approved by 
the Legal Advisers of the Railway. The whole point is, that during the last 
30 years they have been paid on that basis which was not provided in the con- 
tract, and probably the contractors have reason to believe owing to the practice 
which existed for the last 30 years that they entered into the contract in 
question on the understanding that the same practice in the matter of pay- 
ment would continue as in the past. 
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Sir Fredefic Oauntlett. — A. case like tkis would not occur in future if tkey 
accept the principles with regard to the placing of contracts which have just 
been enunciated by the Government of India. 

Mr. Eau . — We have accepted those principles and we are issuing subsi- 
diary rules. Instructions that will be issued to the Agents will be definite. 

123. Mr, Eau. — Paragraph 115 — The original contract was entered into 
by the old East Indian Railway Company nearly ten years ago. It is under- 
stood that the Jamalpur Iron Foundry was laid out and equipped at a good 
deal of expense and a pig iron contract was entered into in order to supply 
a regular annual output of cast iron sleepers independent of market fluctua- 
tions in price and delays in delivery from private firms. Owing to a change of 
policy in the later years of the East Indian Railway Company the output of 
sleepers was curtailed and the result was that pig iron accumulated and while 
the contract price was lower than the market price in the first two ;years of the 
contract, the prices fell from 1923 onwards and the contract price was higher. 
The Agent, East Indian Railway, explained, however, in 1924 that taking the 
contract for the whole period there was a nett gain of over 14J lakhs of rupees 
on comparison of con-Dract rate and market prices prevailing from time to time 
during the contract. 

The anticipated balance of pig iron on 31st December 1924 was about 
35,000 tons and was much in excess of the stock required for ordinary require- 
ments. An offer was received from a private firm in Calcutta for the pur- 
chase of 26,000 tons of this pig iron at Rs. 40 per ton which was below the market 
price at the time and involved the Railway in a serious loss. It was therefore 
decided that it would be more economical to keep the Jamalpur Foundry 
going and to utilise the surplus pig iron in the manufacture of sleepers. As 
it happened at the time, the North-Western Railway required a number of 
cast iron sleepers and all other manufacturers in India who had tendered were 
fully booked up with orders, and, but for the assistance the Jamalpur Foundry 
could give in this matter, they would have had to import these sleepers from 
abroad. It was therefore decided that the Jamalpur Foundry should manu- 
facture 430,000 cast iron plate sleepers for the North-Western Railway. The 
existing stock was not enough for the manufacture of all these sleepers 
and the East Indian Railway therefore made further puiehases of pig iron. 
They were probably under the impression that they were hound to finish the 
contract. Even if the North-Western Railway requirements were kept out 
of consideration the question presented difficulties as it was considered very 
desurable to keep the Jamalpur Foundry going on as the staff employed on the 
plate foundry numbering approximately 1,100 were all recruired locally and 
had been trained for plate foundry work only and most of them would have had 
to he discharged if the foundry had to he closed. Consequently it was con- 
sidered impossible to close down the foundry except gradually and in order 
to keep it going it would in any case have been necessary to purchase pig iron. 
The difficulty really was of course that prices of pig iron were controlled by a 
ringwhocanmllcastironsleepers, when they so desire, at much cheaper prices 
than outsiders who have to buy pig iron at prices practically controlled by 
them can manufacture it, and so long as they can keep prices below the prijce 
of imported pig iron and of the only other competitor in India, 

Iron Works, they can dictate their own prices. h 
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In August 1927 tiie Railway Board were informed by tlie Agent, Bast 
Indian Railway, that tlie then existing stock of pig iron could be used eoono- 
mally for that Railway and tbe Foundry could be kept working for several 
months to come without the N orth-W estern Railway order, and at the same time^ 
aprivate firm offered to manufacture these plates for the North-Western Rail- 
way at Rs. 4-4-0 per plate. Consequently the Railway Board instructed 
the North-Western Railway to cancel the balance of the order not yet deli- 
vered. 

124. Mr. Das. — Why did you not enter into a contract with the Tatas 
at a low price 1 

Mr. Rau. — I think Tatas have other commitments and they have divided 
the market in India between themselves and the Indian Iron and Steel Com- 
;pany and some others and they quote whatever prices they like. 

Mr. Das. — You are one of the largest purchasers and you should have got 
concession rates. 

Mr. Rau. — The difficulty is they won’t give us concession or reduced 
rates. 

125. Chairman. — Paragraph 117{a) and {d) . — Why did they take so much 
time to obtain sanction ? 

Mr. Rau. — In both cases a bridge became unsafe for traffic through the 
collapse of a retaining wall. It is stated by the Accountant General that the 
works were commenced without sanction. I would ask the Sub-Committee 
to put themselves in the position of the engineer dealing with such emergencies. 
He receives a telegram — ^probably at night — ^to say that the bridge is unsafe 
and that all traffic is held up — T understand both these cases occurred near 
Bombay where traffic is heaviest — ^the Engineer — ^fortunately for the railway 
and the public — does not first proceed to office and apply for sanction to com- 
mence work but gets straight out to the job of restoring through running. 
It is just in such cases as these that omission to obtain sanction to esti!:j.ates 
may occur. I do not deny that these delays are irregular, but the Accoun- 
tant General says that the irregularities are concealed. I cannot quite under- 
stand what is the significance of the word concealed ” because in so far as 
I can see a good deal of the expenditure is revenue expenditure. Of course, 
the facts here are not complete enough to know what the proper allocation 
should be but I do not think there is any attempt at concealment. There is 
no point in concealment. 

Mr. Kaula. — In this case the expenditure was charged to ordinary repairs 
and maintenance whereas it should have been charged to a special head. 

Sir Frederic Gauntlett. — ^May I explain as I see the matter ? As I have so 
repeatedly told this Committee, the whole question as to when estimates are 
necessary is in no sense an audit question. It is an entirely administrative 
question and the Railway Board with its superior knowledge of the whole 
field of administration says, If you think it is really an urgent work, as in this 
case, start the work at once. But you must get a certificate from the Agent 
that the work is really urgent.” Otherwise, unless you can get such a ceirti- 
ficate it is your duty to prepare estimates and I take it that even in the case of 
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urgency all tliat is permitted is to start tlie work* Tke Railway Board still 
says that the preparation of an estimate is necessary. The audit is faced with 
those orders of the Railway Board and all that it has got to see is to see that 
those orders are carried out. It is perfectly true that the engineer on the spot 
finds that his first duty is to repair the bridge but does it take very long to 
write a demi-official letter to the Agent and say, '' I have taken up this work 
and will you give me an urgency certificate '? ” 

As to the question whether there was any concealment, you might take 
the word out and accept the position that it was recorded under an incorrect 
head. The point in which I am definitely interested is that the accounts ought 
to be kept correctly. If, in fact, there is a distinction within the head of main- 
tenance and repairs between the expenditure that goes against the lump sum 
and expenditure on a separate item, the audit is entitled to say that in a case lik^ 
that where you have expenditure of about Rs. 50,000 it ought to'*have been 
recorded under the head which indicates that it was a special estimate. We 
are entitled to say that. You cut out the word '' concealed and still say that 
the accounts were wrongly booked and the responsibility for that incorrect book- 
ing of accounts lies with the engineer on the spot who has an accountant working 
under him. 

126. Mr, Eau, — Item (6), — It is much easier to carry out the alterations 
when the car has come into the shop for overhaul. 

Sir Frederic Gauntlett, — If I had any exercise of discretion I should have cut 
out (v). I would not worry about it because it was after all only two months. 

127. Mr. Eau, — Item (c). — ^This work was the conversion of coaches for the 
Punjab Limited ” express rake. As the work was very urgent verbal ins- 
tructions were given by the Agent to the Chief Mechanical Engineer to carry 
out the work, and it is regretted that the position was not regularised on paper 
until after the work was completed. 

128. Mr. Eau, — Paragraph 118, — I am not sure I entirely agree that the 
suggestion of the Chief Auditor is correct. We do not aim at a return of 4 per 
cent, from each quarter, but on each type of quarter including those built 
cheaply years ago when material and labour cost less and interest was lower. 

The Agent, Great Indian Peninsula Railway, states that he hopes to be 
able to introduce the revised rent scheme whereby an average return of 4 per 
cent, will be obtained on each type of quarter by the 1st November 1929, I 
cannot see there has been any irregularity in this case. 

Sir Frederic OauntletL — I was just mentioning to Mr. Kaula that the view 
which is adopted by the Railway Board of this policy which is set out in the 
fiirst six lines raises a very important audit question. The Railway Board 
interprets that policy as applying not to new constructions only but to all the 
buildings on the line including the old constructions. That is a very definite 
point which we shall have to take up in. audit — ^whether that is a correct intecpre- 
tation of the sanction accorded by the Secretary of State. If there is any doubt 
about it, I shall have to ask that it be referred again to him. It is admltteAibF 
the Railway Board that they cannot build to give a return of 4 p^ 
the Secretary of State thinks they can, then they must say it Js iwpofflsiHe. 
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Mr, Rau . — Tliese orders would have no meaning if it was intended to apply 
to only new quarters because at present we cannot build quarters to any extent 
on a four per cent, basis. As far as I can see no other Chief Auditor has raised 
this question yet. 

129. Colonel Cfidney, — ^Don’t you fix your rent according to the cost of the 
building ? 

Mr. Rau. — There is a limit of ten per cent, of the salary of the occupant. 
In many cases^ particularly of subordinates, you cannot build quarters suitable 
for them without exceeding that limit. The rate of interest is higher for one 
thing now. Again the cost of materials is higher, the cost of labour is higher 
and everything else is higher than in the pre-war day's. 

130. Chairman. — Is the position the same in all the railways so far as this 
is concerned ? 

• Mr. Rau. — In most railways I think it would be impossible to build a large 
number of quarters on a four per cent, basis. 

131. Sir Frederic Qauntlett. — Paragraph 119. — I should like to call attention 
to my comment. 

Mr. Rau. — I agree with the Auditor General’s remarks and I will communi- 
cate them to the Agent. But in this case I understand that the question of 
disciplinary action was discussed by the Agent with the Chief Auditor who 
agreed that no specific action was necessary in view of the steps taken to stop 
the unauthorised practice. No further case of this nature is reported as having 
been brought to notice since this step was taken. 

132. Mr. Rau. — Paragraph 120. — In view of the fact that practically no 
tin is stocked in India and when orders are placed, importation from Benang 
or Burma usually has to be awaited, maintaining of stocks up to six months’ 
consumption cannot be considered unjustifiable : six months is the general 
rule for material not obtainable in India. This, I understand was equivalent 
to 2,250 cwts. at the time. 

The Agent explains that if the circumstances attending consumption had 
remained unaltered, no question of loss would have arisen. The rate of con- 
sumption during the first half of the year was not far from the estimated rate, 
but in December 1927 the Bailway Board issued orders that the anti-friction 
metal (lead, tin, antimony and copper) employed on the North-Western Bail- 
way for lining carriage and wagon bearings should contain only 6 per cent, tin 
whereas formerly the mixture had contained 81 per cent, of tin. The result 
was that a large stock was left with the railway and this coincided with a big 
drop in the price of tin in the early months of 1928. 

Sir Frederic Qauntlett. — ^May I call your attention to the first three lines 
of the report that under the rules the maximum quantity of tin ingots which can 
be stored is 1,600 cwts. 

Mr. Rau. — We have said six months’ consumption. 1,600 cwts. was 
probably put down there at the time it was laid down but it is six months’ 
average consumption. 
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Sir Frederic GamitletL—The rale whicli the Railway Board issued fixing 
the limit at I 56 OO cwts. was changed to six months’ consumption ? 

Mr, Eau. — I think the general rule issued by the Railway Board was three 
months for indigenous material and 6 months for foreign material and it 
should be taken as cancelling the special orders. 

1S3. Mr, Das, — Such costly materials as tin ingots— why should each 
railway buy separately and why should not the Railway Board pool the orders 
of all State-managed railways and thereby get the materials at cheaper rates I 

Mr, Rau, — I do not think the consumption for all the railways is of great 
importance. We do not have centralised purchase except in the case of a very 
few items which are really important, like timber, wagons, locomotives, etc. 

134. Chairman. — Paragraph 121 , — How was it that tbe irregularity was qpt 
detected ? 

Mr, Rau, — The irregularity continued for some years till it was detected 
in audit in June 1927. You will have to ask Mr, Kaula about it. 

Mr, Kaula, — The explanation is that originally there was no stafi for higher 
audit. 

Sir Frederic Oauntlett, — I do not think you can quite condone the failure 
to watch this. I should accept the criticism that it ought to have been done. 

Chairman, — Even under ihe unified system 1 « 

Mr, Rau, — It has been discovered under the unified and not under the 
separated system. 

136. Mr, Rau. — Paragraph 122. — On the last point raised in the note of 
the Accountant General I shall, if the Committee like, read an extract from the 
letter of the Agent, South Indian Railway, on this point which puts his case 
better, I think, than has been presented in this paragraph. 

Sir Frederic Gauntlett, — The last six lines would not have appeared in 
this report except for the quarrel with the Madras Corporation. It merely 
continues the story and the audit in fact would not have drawn attention to 
cracks. Certainly I should not, but for the fact that a principle is involved 
in the first part of the paragraph which is that before you start a joint work 
yon must come to a definite agreement with the other party. 

Mr, Ran, — They had come to a definite agreement which the Madras 
Corporation had accepted. The letter says This bridge is built on what 
has turned out to be an exceptionally treacherous area for foundations, and I am 
of opinion that when the structure was erected it was impossible to foresee this. 

It would, of course, have been easy for any Engineer to make himself safe by 
utilising much deeper foundations or by intxoduoing piles, but nothing indicar 
ted that such expensive foundations were warranted.” 

The number of failures due to insufficient foundations is exceedingly smaE 
compared with the number of foundations being constantly put in 
Weeptional circumstances such ss this, the failure of a f 
^"^oo^mdeired to the discredit of an Engineer, it can only haye namely, 



267 


to render Engineers liimecessarily cautious with the result that the cost ol 
foundations throughout the railway will be appreciably increased to no pur- 
pose/' 

The Corporation said that they would share the original estimate but that 
the actual amount of the revised estimate was exorbitant, and in spite of 
convincing reasons addixced by the Agent they only agreed to the amount as 
stated in the report. It was a compromise that was arrived at. 

136. Mr, Rau, — Paragraph 123, — Work on this colliery started when 
coal prices were high, but they have declined since and the Railway Board 
have had to reconsider the position. The amount of coal which the Railway 
Board decides to raise from the various collieries, the property of the 
different railways in India depends a good deal upon the market price at which 
■(i]h.ey find themselves able to purchase at any particular time. These collieries 
axe looked upon to some extent as a reserve on which railways can draw should 
market price move against them. Obviously this enables rhe Railway Board 
to keep a better control over prices than they could otherwise do, and it was for 
that reason that work on the Religara-Dari Oolhery had been suspended ; 
and for the same reason it is impossible to give any approximate date when 
raisings from Religara would be re-commenced. It all depends on how the 
market moves. The Railway Board look into this question frequently, parti- 
cularly at the time of the annual consultations with the Chief Mining Engineer 
when it is decided exactly how best to obtain the coal required for Railways in 
the ensuing year. 

Chairman, — We hope we shall have commercial accounts of these 
collieries very soon ? 

Mr, Rau , — We have placed our recommendations before the Standing 
Eiiiance Committee and they have not had time to go into it. 

137. Ghairrjmn , — Grant No. 8, paragraph 59, page 204 of the Accounts. 

Mr, Rau , — quite recognise the justice of the Auditor General’s comments 
in reference to the last sentence on page 204. That was clearly a mistake but as 
regards the others I understand that the effect was that the sanction to the 
reduction of the rolling stock was issued later in the course of the year. 

138. Chairman , — Page 206, Great Indian Peninsula. 

Mr, Rau , — ^Here, they did not anticipate that the charges will be so much 
and they reappropriated a greater portion of the amount. 

139^ Chairman,- — Paragraph 127, 

Mr, Rau . — ^We have decided to adopt the procedure mentioned in this 
paragraph, but have beeaa trying to persuade Company-managed railways to 
adopt the change in their accounts so that there will not be any necessity for 
obtaining information with regard to these credits separately so as to make the 
necessary adjustments in the Government accounts of the railway. We made 
a reference on the subject to Companies’ lines in November 1928. Most of the 
replies have since been received and they indicate that there is no possibility 
of our getting all Companies’ lines to agree. The procedure will, however, be 
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given effect to in the accounts of 1929-30, and if a supplementary grant is 
required as a result of this I shall take steps to obtain it in the winter session 

of the Legislature. 

140. Chairman. — Paragraph 128. 

Mr. Ran. — Tlie only question that remains is as regards the adjustment 
to be made in respect of past transactions. I have asked the Controller of 
Railway Accounts to work out the details of the amount involved in con- 
sultation with the Director of Railway Audit, and thereafter shall consult the 
Finance Department. 

141. Mr. Ran. — Paragraph 129. — I understand the Railway has been ad- 
vised that the schedule of rates signed by the contractor were perfectly proper 
and legal documents. They state definitely that there was no rmderstanding 
that all the works at Anara would be entrusted to the contractors. ^ The Chi^ 
Engineer gave them no such undertaking, and the District Engineer had no 
power to do so even if he wished. 

The difficulty was apparently that the rates that had been framed might 
have been held to be too low considering the actual conditions in which the 
work was carried out and the administration was afraid that if the matter 
was taken to court the contractors would be awarded higher rates. It was 
explained that the question at issue was really what work was provided for by 
giving schedule rates and what was not ; and their experience was that in case 
of doubt the courts ordinarily give the contractor the benefit of it. The ar- 
bitrator apparently proceeded on the time-honoured method of taking the 
mean between the two, and though the Railways were advised that the award 
would be set aside in a court of law they preferred for obvious reasons to have 
a compromise. 

The sanction of the Railway Board should have been obtained before the 
dispute was submitted to arbitration ; but after consideration of the facts of the 
case the Railway Board do not think that they can with advantage press for 
severer disciplinary action against any person concerned because it is difficult 
to fix the responsibility for this on any particular officer. 

The Railway has now prepared new forms of tenders for different work 
which lay down the conditions on which a tender is based in a very clear manner. 
These forms have been prepared in consultation with their solicitors. 

142. Mr. Das. — In view of the fact that the Bengal Nagpur Railway did 
this without the sanction of the Railway Board, did the Railway Board take 
any disciplinary action ? 

Mr. Ran. — It was difficult to fix the responsibility on any single officer. 

143. Colonel Gidney. — ^Don’t you think the Agent was responsible ? 

Mr. Ram. — e cannot take the Agent to task for every single item. We 
have told the Agent that the sanction of the Railway Board ought to have 
been obtained. ' 

^4t.^Colonel Gidney. — What is the difficulty in |>lacingtiie responsibility^ 

Mr. Man . — ^Do you mean to say that we should foe 4 m sack him. 
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Mr. Chairman. — ^You could certainly communicate the matter to the Home 
Board ? 

Mr. Ran. — I don’t think you could write straightaway to the Home Board 
if in one case the Agent goes wrong. The Bengal Nagpur Railway has improved 
so much during the last two years that we did not want to complain to the Board 
about the past. 

146. 8ir Frederic GauntletL — There is one point to which I should like to 
draw the attention of the Committee and that is the question of the delays is 
not at all referred to in the explanation. 

Mr. Ran. — The Agent did not agree that the award was justified and the 
only reason for the railway agreeing to pay the contractor was apparently that 
they were satisfied on the question of low rates. 

146. Mr. Bas. — I find there are contractors who also take advantage of the 
loopholes. I think their name should be struck off. I think the committee 
ought to recommend it ? 

Mr. Rau. — ^Merely because he stood on his rights ? 

Sir Frederic Gauntlett . — I hardly think it would be equitable as the con- 
tractor brought a case against the railway and won it. 

147. Sir Frederic Gauntlett. — In the Statement of Claims there is no refer- 
ence whatever to the view that the Railway Board has taken on the finding 
of the arbitrator that there was definite delay which enabled part of the scheme 
to be substantiated against the company. We do not know whether the 
Railway Board has expressed its views to the company on that question. 

Mr. Rau. — ^We did ask the Railway. I have a letter from the Agent. 
This is what he says : 

Although there is of course not the slightest suggestion that the 
arbitrator dealt with the case in a morally improper manner, 
our opinion backed by Counsel is that technically the award 
is definitely irregular and improper in that it ignores legal con- 
siderations and admits irrelevances as governing the decision. 
The Railway Board are of course aware that serious disputes 
are always liable to arise over works of magnitude carried out 
by contractors no matter how carefully or elaborately the con- 
tract may be drafted by solicitors and where a dispute has 
reached the point at wMch the parties cannot arrive at a settle- 
ment between themselves recourse has to be had either to a 
court of law or to arbitration. Where the dispute involves 
detailed examination of complicated facts, circumstances and 
figures, legal proceedings must inevitably be exceedingly costly 
and protracted and in such cases as this, it would be virtually 
impossible to get the full facts before a non-techuical court. 
On the other hand if the dispute is referred, as in this case, to a 
technical arbitrator, there is always the risk of the arbitrator 
dealing with the matter without full and due regard to estab- 
lished law. As I have already stated we have strong legal advice 
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tliai- the whole basis of the award was irregular. Corresponding- 
ly, comments of the arbitrator on faults of planning, organisation 
and control on the part of the railway authorities are pure 
irrelevancies which form no proper part of an award. 

148. Mr, Mitra. — Now it is clear from this that the award may be set aside 
only on technical grounds. 

Mr, Rau, — On legal grounds. 

Mr. Mitra, — There is nothing to see that the arbitrator’s decision on the 
points raised were correct or not ? 

Mr, Rau, — The arbitrator’s award might be reasonable. I do not say 
that it is unreasonable in itself. 

149. Chairman, — At what stage exactly did the matter come to«the notice 
of the railway ? 

Mr, Rau, — ^After the settlement. 

150. Sir Frederic Gauntlett, — Is the Railway Board satisfied after careful 
perusal of all the papers that there was no delay which would justify the arbit- 
rator in coming to the conclusion ? 

Mr. Rau, — The Railway Board’s opinion is that in the circumstances of 
the case there is no advantage in pressing the matter further, especially as 
these are Company-railways. I cannot say that I am satisfied that there was 
no delay. 

161. Sir Frederic Gauntlett, — The relations between the Railway Board and 
the Company must be very difficult. I fully realise that. If you are satisfied 
that the work had been done unsatisfactorily, do you think you are debarred 
from passing that comment on ? 

Mr, Rau, — ^We could not insist upon any disciplinary action. But we 
have, I think, said that the Agent ought to have brought this to our notice 
much earlier and that we are not fully satisfied with regard to the other irregu- 
larities ; they should have been taken more serious notice of. We are going to, 
if we have not already written, write in connection with the general letter we 
axe going to write to B. N. Railway. 

162. Mr, Das, — e are committed to the recommendation that the Railway 
Board has been chary in passing any comment over the Bengal Nagpur Rail- 
way. So much public money has been lost in this case. We would ask the 
Railway Board to request the Agent to see that strict disciplinary action 
is taken against the officials whose neglect led to this. 

Sir Frederic Gauntlett, — I suggest, Mr. Chairman, that it is too difficult 
to press the Railway Board to say that this action must be taken. The Com- 
mittee can ask the Railway Board to come to an independent judgment on the 
facts of this case and to communicate that judgment to the company. If the 
Sub-Committee could accept a recoxnmendation on these lines, I think we would 
be Justified. 

Chairman, — It must be on some sort of general iipes. s. i 
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163. Mr. Mitm. — ^What was tiie loss incurred due to tte delay ot the Com-' 
pany ? 

Mr. Rau. — ^It is very difficult to say that. 

Chairman. — It is very difficult to assess a loss like that. 

Sir Frederic QauntletL — ^Mr. Rau is on very strong grounds in saying that 
it is very difficult to say that so much of the loss was due to delay. 

154. Chairman. — We then come to paragraph 130. Under-estimating cost 
of building saloon carriages. 

Mr. Rau. — In my opinion the Agent was justified in calling attention to 
the fact that the saloons built in 1916 cost very much less and saying that unless 
the cost of ihe saloons could be reduced it would not be possible to sanction 
construction. The cost of underframes was, it is understood, excluded according 
to the practice at the time, and the allocation was accepted by the then Govern- 
ment Examiner and passed by the Railway Board. It is therefore difficult to 
blame the Railway at this late date. The policy of indenting for spares in the 
case of items liable to damage in transit cannot also be condemned outright. (I 
understand that as a matter of fact this policy of indenting for spares as an 
ordinary rule has been given up now.) But whether these if not required for the 
rolling stock for which they were indented should be utilised elsewhere without 
a charge being made to the work on which they were utilised seems to be 
questionable. The question was started in 1921 and was finally settled in 
1926 by the revised allocation sanctioned by the Railway Board, and I am 
of opinion that it is too late for us to take any effective action in the matter. 

J55. Mr. Das. — When was the saloon completed ? 

Mr. Rau. — The Revised Estimate was sanctioned in 1926 ; they were sent 
to us in 1925. 

156. Mr. Mitra. — ^They have raised three specific points, arbitrary cutting 
down of estimates with a view to facilitate its being sanctioned, without 
criticism. I do not know whether that is justified. 

Mr. Rau . — If the Agent, for instance, says that he cannot sanction an ex- 
penditure of Rs. 1,83,000 or Rs. 22,000 a saloon, because only three years earlier 
it was Rs. 13,000, 1 think the Agent is justified in calling attention to that. 

Mr. Mitra. — Then we have this. The policy of eliminating the provision 
for the underframes with the same object by treating the work as one of con- 
version. 

Mr. Rau. — It was the practice of the time that the cost of under-fcames 
should he excluded and the allocation was accepted by the then Government 
Examiner and passed by the Railway Board. 

157. Mr. Mitra. — The third point is this. The policy of indenting for spare 
materials against the provision under contingencies in estimates for new stock, 

Mr. Rau.~l do not think it altogether improper in every case, but I under- 
stand as a matter of fact that this policy of indenting for spares as an ordinary 
rule has been given up now. 
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158. Chairman. — ^We aext come to paragraph 131. Expenditure impro- 
perly charged to Railway Funds. 

Mr. Bau. — ^The Railway Administration explains that the transaction did 
not involve any serious loss to them, but on the other hand was a source of 
considerable advantage to the Railway. 

The Railway had under consideration proposals for a heavy scrap yard at 
Khargpur for some years prior to the Burma Corporation wishing to dispose of 
their shops at Tatanagar. This was agreed to on terms providing, inter alia 
that the Railway would be repaid the whole of their out-of-pocket expenses, 
would pay for whole-time staff and honoraria to the railway staff supervising it. 
Use was made of an already existing railway scheme for a scrap yard which 
would have to be built in any case sooner or later and the Railway at the same 
time actually used the scrap yard for its own purposes without being incon- 
venienced by the materials stacked there belonging to the Burma Corporation. 
The corporation agreed to deposit the cost of siding (Rs. 11,400) to be refunded 
when their stock was disposed of. By an oversight this deposit was not 
enforced, but when the oversight was detected all the works represented by the 
deposit had been taken over for the use of the Railway. It was intended to 
charge rent for the stacking ground and this was provided for in the draft terms, 
but in the final terms again by an oversight this was omitted. The Agent says 
that except in this respect there was no loss to the Railway and they benefited 
by the arrangement, (0 by the volume of traffic handled which was estimated 
as worth over Rs. 35,000 ; and {ii) by being able to buy practically new material 
for the Railway at favourable second-hand prices. It is an unfortunate co- 
incidence that the Railway Administration by an oversight omitted to charge 
rent and to take a deposit ; whereas there was no oversight in the matter of 
recovering from the Burma Corporation the pay of the men employed and the 
honoraria to the superior staff. This suggests that the officers concerned were 
kss solicitous about the interests of the Railway Administration than of the 
interests of individuals and the Railway Board have expressed to the Agent 
their deep displeasure particularly with this aspect of the case. 

159. Mr. Das . — ^Are you sure that no blame lies with the District Engineer 
of Kharagpur ? He must have colluded. 

Mr. Rau . — So far as the whole case is concerned, it is probable that on the 
whole the railway gained rather than lost, but it is at least a coincidence that 
they omitted the terms which were directly to the benefit of the railway and 
forgot nothing which was to the benefit of individual officers. 

Mr. Das. — ^You are hitting the right point. In these Company-managed 
railways, the officerl do not care for Indian revenues at all ; they do anything 
they like. 

Mr. Rmt.~lt is the interests of the railway undertaking as a whole in 
which they ate partners to some extent. 

160. Chairman. — Paragraph 132^ Ineurting of liabilities in advance of 
sanction to estimates. 
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Mr. Rau . — The wagons in question were continuaily out of service being 
under repair, as the headstocks were weak and tlie bogies developed cracks. 
The original proposal was to replace the bogies entirely and to provide special 
buffers so that shocks on the headstocks would be minimised. In oases of this 
nature it is purely a matter of individual judgment as to whether it is inore 
economical to scrap, to patch up, or to make entire replacements of defective 
parts. It was originally intended to adopt the last mentioned course, but when 
the Railway Board objected to the expense, Mr. Wrench proceeded to Bombay 
and evolved a scheme in which, by providing a strengthening angle at the back 
of the headstocks and a tie rod across the axle guards, the vehicles were suffi- 
ciently strong for ordinary service. Mr. Wrench^'s proposals had the dis- 
advantage of adding to the tare weight and reducing the pay ng load of the 
vehicles, but this was more than balanced by the reduction in expenditure. Ae 
cegards r^ponsibility for the original proposals, I will read out an extract from 
Mr. Wrench’s note : 

The original proposals made provision for the replacement of all the 
bogie trucks estimated to cost approximately Rs. 79 lakhs and it 
may be argued that as it has since been decided to strengthen up 
the existing bogies, there was insufficient justification for incur- 
ring unnecessary expenditure on their replacement. It is ad- 
mitted that the design of the present bogie trucks is defective, 
but whether the proposed strengthening will entirely overcome 
the troubles which are being experienced remains to be seen, 

I personally think that they will, but on the other hand, had new 
standard bogies been placed under these wagons, it would have 
resulted in a considerable reduction in the tare weight, thus 
permitting of an increase in the paying load. It is in my opinion 
a moot point as to whether the economies which would accrue as 
a result of fitting new bogies would not in the long iron justify 
the additional expenditure, and I do not think that the Chief 
Mechanical Engineer can be taken to task if he held a similar 
view 

$w Frederic were these bogies obtained which requiged 

sueh extenOTe alterations ? 

Mr. Tower . — They were pre-war bogies. They were of a bad type. At 
present they are perfectly all right. 

Bw Ftei&rio Qaw^U . — ^You cannot go back and find out who was 
mapoMible for this in the first place ? 

Mr. Tower . — ^That was 17 years ago and the officers concerned have 
retired. 

Chairman . — suppose nothing further can be done, 

161. OAaifWW,— Crant No. 10. Pages 230 onwards. Paragraph dl of the 
Auditor Genexars letter. 

Mr. Rem - — agree with the Auditor Geaeral^s oominent therom There is 
no doubt it shows inadequate knowledge of progress of eroenditure^ 
miQBBFrnB m 
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162. Mt- Das . — May we know the circumstances in which the Railway 
Board omitted the provision suggested by the Agents of the Bengal Nagpur and 
North-Western Railways. 

Mr. Rau. — The defective budgeting pointed out was due to the details 
shown in the expenditure imder Grant No. 10. We have already taken steps to 
set it right. We are now getting information from the railw^ay administration. 
Formerly they were distributed on an arbitrary basis in the Railway Board. 

163. Sir Frederic Oauntlett. — ^Look at the detailed figures at page 236. 
You only provided for station machinery on 4 railways out of 11. Could you 
not presume that other railways required some station machinery 1 

Mr. Eau. — This was obviously a mistake in budgeting. What happened 
in the yeai* was that we got estimates from railway administrations according 
to Grant No, 8 and not according to heads of Grant No. 10. This has now- 
been set right. 

164. Sir Frederic GauMJeU.— On page 242 there is a most amazing varia- 
tion. 

Mr, Ran.~iij is the corresponding portion of what we noticed under 
Capital. 

165. Sir Frederic Gauntleti. — Bage 250. Grant No. 1 1 . 

Mr. Rau. — The account of railway pensionary charges is kept by the 
Chief Auditor of the Eastern Bengal Railway, He does not himself make the 
pajmients, but compiles the accounts from debits passed on to him by a large 
number of disbursing authorities. He could not give us a revised estimate of 
charges likely to come in course of payment during the year. I don’t know 
whether the change of procedure described in paragraph 61 of the Appro- 
priation Report has added to the excess, I asked him in October last why 
there was a large difference between the estimates and the actuals, and his 
explanation was that some of the authorities did not even reply to the enquiries 
he addressed them regarding a proper estimate of their payments. I under- 
stand under instructions of the Auditor General, no details of the adjustments 
which are passed on to Ms ofiS.ee by other Audit Officers are sent to Ms office, 
and so he was unable even to say whether the heavy adjustments he talked 
of covered recurring or non-recurring payments. I should add that the 
actual expenditure varies considerably. It was 3,76 in 1925-26, 5,58 in 1926- 
27 and 6,49 in 1927-28, Moreover, as the Committee will recognise, these 
are in the nature of inevitable payments and it is difficult to foretell exactly 
how many railway servants will be on the retired list in any particular year 
and how many of those already retired will pass away from the list by death. 
But efforts are, however, being made to obtain a more accurate estimate of 
these charges. The CMef Auditor, I understand, is taking steps to obtain 
fuller information about the various details under this head. 

166. OTmkrmem . — ^We then come to Grant No. 15, paragraph 133 of the 
Appropriation Accounts. 

Mr. R(tn . — ^Paragraph 133 refers to the general question of ov^ "allot- 
ment . Thetfe is nothing that I can say on that. Sir Austen Bfode^r you a 
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general explanation al>out paragraph. 134. The only thing I can do is this- 
He has given me a note wHch I can read to the rommittee, if they like. He 
has a personal knowledge of the question. 

Sir Frederic GauntletL — If he has taken the trouble to give us a memo- 
randum, we might hear it. 

Mr* Rau * — ^The Committee probably realise to some extent the nature of 
this project, one of the most difficult that has ever been imdertaken in India : 
it was very difficult to estimate the cost, originally put at 175 lakhs, as no 
one knew or could anticipate what difficulties would be experienced in the 
actual construction of a railway through tins very rough country, where much 
tunnelling would be necessary. The completion of the line and the ovexcom- 
ing of all the difl&culties involved were considered a matter for congratulation 
ill NovemTaer 1926 when the line was opened up to Landi Kotal and there is 
no doubt that if it had not been for the defective work subsequently dis- 
covered in some of the tunnels, every one connected with the project would 
have been credited with a specially good piece of work. 

As regards the tunnels, the first we heard of anything being wrong was in 
March 1927 when, in sending in a report enumerating certain additional works 
considered necessary as a result of the advice of a geological expert and a report 
by a Committee of Engineers on damages caused by a record flood in Septem- 
ber 1926, the Agent mentioned that it might be necessary to strengthen some 
, of the lining that had been put in already in some tunnels In April 1927 
we were told demi-officially that the Michni Tunnel was imsafe (this was 
the 6th tunnel west of Landi Kotal) and that a good deal of the tunnel lining 
done during construction would have to be re-done. The examination of the 
suspected tunnels took some time ; it is of course, a rather difficult matter as a 
good many holes had to be dug in the crown of the tunnel for examination to 
be made. As a result of this examination it was reported in October 1927 
that it would cost approximately 15 lakhs to put the defects right. The 
Chief Commissioner, who was then the Engineering Member of the Board, 
visited the Khyber in November 1927 to look into the matter personally, and 
wrote a note in which he covered other matters besides these defective tunnels ; 
one point was that there had been two serious floods in the Khyber which had 
shown the necessity for some change in design of some of the works and he was 
examining this at the same time. 

The defects in construction that came to light may be classed under two 
heads (a) lack of mortar and (b) hollows left behind the masonry. They came 
to notice by bulging, and cruslaing of the masonry. 

The action then taken was in two directions ; — 

(i) to a consideration of the best methods to be adopted in putting 

matters right and making the tunnels more secure in the ftiture ; 

(ii) to the fixing of responsibility for the defective work. 

A good deal of discussion took place on {%) and an Engineer oJB&cer from 
the G. I. T. Railway, with long experience in tusmelling, visited the Khyber 
in Decemberjl927 and 1928, at the instance of the Board. His view was tliat 
in the bad strata in which these tunnels were situated the arches and side lining 
should have been thicker. 
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The jBxing of responsibility was a question that was subjected to a long 
investigation, the result of which was communicated to the Agent by the Board 
in July 1928 after they had had a discussion with the Agent at the end of May. 
This letter attributed the main responsibility for the bad work to Mr. Bayley 
(fitst Executive Engineer and subsequently from April 1924 Superintendent 
of Works in charge of construction) and to Khan Bahadur Inayatullah 
Khan, the Assistant Engineer ; it was thought that some blame must also 
rest on four subordinates whose names had been mentioned. There were 
many reasons, however, why the Board decided that severe disciplinary action 
could not be taken against either of these officers, and I can, if the Committee 
wish, read to them full explanations of the special circumstances which, the 
Board considered, should be held to exculpate them to a very great extent. 
Briefly put these were : — 

(i) none of the officers had had any experience in difficult tunnel work 

in India — ^in fact it is practically certain that there wer none 
such available, though it is a'^most impracticable to examine 
this point exhaustively now ; 

(ii) a number of the tunnels, particularly those beyond Landi Kotal, 

where the bad work appeared, presented very exceptional diffi- 
culties ; the present Chief Commissioner has described to me thb 
immense difficulties which he saw personally in earliet visits ; 

(m) the restrictions which had to be imposed by the political authori- 
ties to allow of the work being carried out in this turbulent 
country — one of the results was the difficulty of control of the 
contractors and workmen employed. The pass is occupied by 
warlike tribes and no officer was allowed, to go about without 
an armed escort. The tunnels were all guarded during the 
progress of woik. Excavation and timbering was in progress 
day and night under contracts, but masonry work was done 
during daylight only. All the staff employed, including labour- 
ers, unless working under guard during the night had to be back 
in their quarters by sunset and were not allowed to leave till 
sumise. In order to prevent trouble during the work the contracts 
were given to the local tribal Maliks who were totally inexperienced 
as Contractors and usually sublet the work to Others. This 
system deprived the Engineers of direct cohtrol Over the ^b- 
contraotors and supervision was also lacking by the contractor 
over Ms staff ; 

(iv) seriously inadequate supervisioU for which (Colonel Hearn) En- 
gineer-in-CMef, who was in charge during all the early part of 
the constructioii, must be cotxsidered to blame. 

X iMuk it to point out to the Committee that parts of 

g arit.. 1S4 are ^msihly mther misleadiug. The tunnel that collapsed is 
the pr^ent t^tmmus at LuUdi ICbaUa and the Collapse of it had lioth- 
16 TO idm thu OpehiUg of the line. The collfcpse to a kud slide^ 
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4 .Qd so far as we know there was no actual defective work in it ; a mistake was 
made in tr5dng to economise in lining it. The defective work in the tunnels 
was not discovered by the Geological Survey expert. As shown above, the 
defective work did not appear till March 1927. The advice of a geological 
expert was sought much earlier owing to the serious difficulties in the tunnel 
work, to advise in regard to the geological considerations likely to affect tbe 
safety of the line and he visited the Khyber in December 192.5. The defects 
were discovered by the Engineers themselves. It is incoirect to say that 
defects existed in almost all the tunnels , the defects were entirely in the tunnels 
beyond Landi Kotal owing to the difficult geological conditions, and partly 
to the fact that the experienced tunnel contractor employed on the part bet- 
ween Jamrud and Landi Kotal did not do the work beyond Landi Kotal. 

, 167. C]fairman. — ^Did Sir Austen detect any of these defects ? 

Mr. Bau. — Many, for example, he found out that the lining was bad in 
some cases. He went through the tunnel at great personal discomfort. 

168. Maulvi Abdul Matin Chaudhury. — ^Mr. Bayley who was responsible 
has been made a C. I. E. and given special promotion ? 

Mr. Bau. — ^After finishing thi s construction he went on leave. When he 
came back he was put on special duty on the North-Western Railway and is now 
Controller of Stores. This is not on account of this work, but as a matter of 
fact Mr. Bayley has been considered — I was going through the Confidential 
Reports the other day — a particularly good officer of the railway and he has 
particular aptitude for stores branch. He has not only civil engineering train- 
ing but also training in mechanical engineering and he has practical experience. 

8ir Fred&fie Qauntlett. — ^In the opening speech, on the occasion of the 
inauguration of the railway, he was praised most extraordinarily for his apti- 
tude in dealing with the local people. 

Mr. i&xli.^The political authorities are also very pleased with his work. 

169. Mr. JDas. — In the note of Sir Austen Hadow, mention is made of the 
fact that no engineer with experience of tunnel work was available, but I tliinV 
on the Great Indian Beninsula some tunnel construction work was done. 
The G. I. P. excels in tunnel construction. He could have borrowed officers 
from the Great Indian Peninsula Railway. 

Mr. Bau. — ^We got an engineering officer from the Great Indian Peninsula. 
But at the time in the North-Western Railway there were none available. 

170. Mr. Miira. — ^Reference is naade to an expert tunnel contractor. 

Mr. Bau. — ^Yes, up to Jamrud and Landi Kotal; his services were not 
availed of after that. 

GJumman. — It may be necessary to hand over the work to the Malilrg for 
political reasons, but it must be admitted that it is a very bad business from 
the railway point of view. 

Mr. Bau. — They have got to be given the contract. 

171. Colonel Gidney. — ^Am I right in saying that the failure of these tunnels 
was dde to the faulty geological Survey * 
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Mr. Rau.—Thfit is bo : I tlimk, as Sir Austen Hadow said the other day, 
one of tlio lessons we have learnt from this experience is that we must take 
particular pains to study geological conditions of the country, 

Mr, 3Iitr(f, — We have now tunnel experts 1 

Mr, Rau, — I am aware of one man, Mr. Hogarth, who is on the Great 
Indian Peninsula Eailway. 

Cliairwan . — But the tunnel experts cannot take the place of geological 
experts ? 

Mr, Itau. — No. 

172. Sir Frederic Gauntlett, — The rest of the report deals with traffic irre- 
gularities and those are nearly always dealt with strictly by the railway authori- 
ties. I suggest that it would be sufficient if we just deal with the points to whicii 
I have called atteniion in paragraphs 50 and 61 of my letter. 

173. Mr. Mitra, — Paragraph 137. — It is a very bad case and the punish- 
ment is too meagre. 

Mr, Toiler, — But the percentage of the underweight is very small — only 
about 2 per cent. Besides you must remember that at a big station like Kham- 
gaon you might load anything up to 20,000 maunds a day. You have got to 
put additional stafi during the busy season and they are generally not experien- 
ced. It is impossible for a clerk to weigh 20,000 maunds of cotton, or even 
a large proportion of it. Then there is another extenuating circumstance. 
These bales are nearly always standajrd bales but they happened to be under- 
weighed in the case of the firm in question. The stafi concerned was punished 
adequately. If there was a case of fraud, the Divisional Traffic Manager would 
no doubt have discharged him. There were no doubt irregularities but I do 
not think it is a particularly serious ease warranting dismissal. 

174. 3Ir. Tmver,— Paragraph 138. — The Divisional Traffic Manager was in 
no way responsible for the delay. This was due to the reference to the Mili- 
tary Department and to attempts made to obtain copies of the original docu- 
ments authorising the despatch. This took a considerable time — over a year 
in fact — and especially in view of the fact that the amount undercharged was 
fully recovered, the Railway Board do not consider it necessary to ask the Agent 
to take more severe disciplinary action against the Assistant Goods Clerk on 
whom the responsibility was finally fixed. It is understood that the Agent has 
directed that a note of this should be placed on the history sheet of the man 
responsible which will be taken into consideration when the question of his 
promotion, etc., is considered in the future. 

176. Mr. Das. — would like to ask Mr. Rau a general question. How 
much does it cost the railways on account of these military rates ? 

Mr. Rau. — do not think we have calculated the amount ; it is an arrange- 
ment of long standing. Of course, the army is charged special rates. There is 
a big manual with regard to that. 

176. Mr. Das. — Do you give concessions to any other departments I 
Mr. Rau . — W e do give some conoessic^ to the Rostal P^>aatotent also. 
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Sir Frederic GaufiihtL — The OBly thing which is left now is paragraph 55 
of my letter which calls attention to various defects of budgeting and so on to 
which I have no doubt Mr. Ran will devote sj^ecial attention. They are only 
brought together so as to help him in making his future estimat(-s. 

There ivS only one thing left and that is whether the Bub-Committee 
would like to express any general conclusions on the specific points referred 
to us. 

Ohamnan . — For that purpose I suggest we might meet later on for an 
hour or so and, meanwhile, the transcript of evidence might be circulated. 

Mr. Das . — I would like to speak on behalf of the members of the Committee 
in appreciation of Mr. Ratx's evidence. T hope he will not carry away the 
impression that we were unduly hard on the Railway Board ; in fact, we have 
t«ied our le"gel best to help the Railway Board. (Other members also associated 
themselves with Mr. Das in the appreciation of Mr. Rau’s evidence)* 

- Ghairitwm. — ^Mr. Rau had to answer for the sins of others. 


1 Ul0PB(Mii.)-^9OO*-22.11.29»-GlPS 





